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Rising Inventories Indicate Good Year Ahead 


Purchasing Executives on the Buy as Production 
Keeps Climbing; Threat of Steel Strike Leading 
To Hedge-Buying. P.W. Survey Reveals Optimism 


New York—Purchasing executives, preparing for brisker buying 
and production increases, see a steel strike as a definite possibility 
for 1959. Their inventory plans for the first and second quarters 
reflect a looming fear of steel shortages and ultimate price 


increases. Considerable hedge-buying is contemplated. 
PURCHASING WEEK, paging nearly 700 purchasing executives on 

their buying outlook for the first six months of the new year, asked, 

“Do you expect to do any hedge-buying of steel and other products 


prior to the steel contract dead- 
line next June?” 

The replies indicated labor- 
conscious P.A.’s are tuning 
Closely to verbal sparring already 
on between the Steelworkers’ 
President, David J. McDonald, 
and industry representatives pre- 
paring for spring negotiations. 

Fifty-eight per cent of the steel 
buyers participating in the P.W. 
survey said they were planning or 
at least mulling over the possi- 
bility of buying ahead. 

Steel industry officials believe 
some of this advance planning 
already is reflected in current 
orders. Steel production last 
week was scheduled for _ its 
busiest rate in more than a year. 
Estimated 75.8% capacity op- 
erations were ordered despite the 
New Year’s holiday. 

“Yes, Yes, Yes” was how the 
purchasing agent for a Chicago 
manufacturer of portable tools 
answered the question. A New 

(Continued on page 21) 


Price Changes 
To Be Reckoned 


Washington—The Commerce 
Department henceforth will take 
price changes into account when 
measuring the nation’s economic 
output. 

This will provide a valuable 
new tool for economic forecast- 
ing and give a more precise pic- 
ture of business trends by elimi- 
nating the effects of inflation in 
drawing up Gross National Prod- 
uct (or output) figures. 

G.N.P. figures now are pre- 
sented in current dollar terms. 
But in the future, the department 
will present an additional set of 
data showing G.N.P in “con- 
stant” dollar terms as well by 
adjusting for price differences. 
Several hundred different price 
indexes will be used to arrive at 

(Continued on page 21) 


Economists Second P.W. Survey, 
Predict More Buying of Materials 


Chicago—A group of the nation’s top economists seconded 
PURCHASING WEEK’S inventory survey by predicting that P. A.’s 
will be increasing sharply their buying of materials in 1959 (see 


story above) in line with greater 
production needs. At the same 
time, they stated that many P.A.’s 
will be more rigorously applying 
improved inventory control meth- 
ods to hold stocks at present lev- 
els—instead of engaging in an 
inventory buildup. 

That’s the forecast given the 
cream of the nation’s economists 
at a four-day meeting in Chicago 
last week of the Joint Allied So- 
cial Science Associations, a com- 
bined organization of economists 
and statisticians from all walks 
of business, labor, government, 
and education. 

Just about all of the more than 
4,000 economists attending 
agreed that the business upturn 
would continue strong in 1959. 
While they reviewed the outlook 
in dozens of business areas, they 
devoted special attention to two 
topics of prime importance to 
P.A.’s—inventories and prices. 

Highlight of the four-day ses- 
sion was the general outlook con- 
ference in which three leading 
economists shared the platform: 
Gabriel Hauge, former economic 
advisor to the President and now 

(Continued on page 4) 
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Business Men 
Leary of Value 
In Gov t. Probes 


Washington—If Congressional 
investigators crank out any con- 
crete, workable legislation from 
their many angled price-wage-in- 
flation investigations this year, 
many top business leaders are 
in for a surprise. 

Most industrial executives 
queried by Purchasing Week 
said the hearings were too heavily 
salted with politics and imprac- 
tical theory to accomplish much, 
if anything. Few saw any benefits 
at all in the recently concluded 
hearings of the Joint Economic 
Committee and the continuing in- 
vestigations of Senator Estes 
Kefauver’s anti - administered 
prices group. Coast-to-coast re- 

(Continued on page 22) 


Storage Problems? 


and storage 
are often the purchasing 
agent’s responsibility. Even 
if they are not, as a pur- 
chasing man you have to be 
interested in them because 
the space available affects 
your buying policies. 

Next issue Purchasing 
Week will give ideas that if 
applied will not only enable 
you to use storage space 
more effectively but will re- 
duce materials handling time. 
Don’t miss the picture 
spread, pages 12 and 13. 


Warehouses 


Purchasing 
Perspective x. s. 


Editors Provide Forecasts to Aid P.A.’s Get Ready 
For Jet-Propelled Boom of ‘60’s; Business in ‘59 
Expected to Hit Record Production Peak; G.N.P. Up 


New York—The new year of 1959 offers purchasing a brand 
new set of challenges. 

Brakes on the backpedaling which tested purchasing agility in 
1957-58 were applied months ago. This year shapes up as a back- 
stretch drive which will put industrial buying in position to accel- 
erate into the long-anticipated boom of the °60’s. 

Thus, a special “look ahead” is required at the general economic 
and specific industrial forces which will influence industrial buying 
during the coming months. Here, in its first edition of 1959, is how 
PURCHASING WEEK’S editors see them: 

© General business—U.S. manufacturing is expected to hit a 
record production peak during 1959. Business will improve slowly 
but gradually with a record Gross National Product (G.N.P.) level of 
$465-475 billion a virtual certainty by year’s end. Briefly, it looks 
as if everybody is ready to spend more money (page 6). 

© Prices—Firmness will predominate, reflecting the steady upward 
movesnent of the business curve. Industrial increases should average 
only about 2% , with most boosts due in the second half (page 3). 

¢ Inventories—The emphasis seems to be on gradual accumula- 
tion with special attention to improving control procedures. Fear 
of steel labor disruptions reflected in hedge-buying plans (column 
1). 

e Labor—The goals of labor leaders are widening as recent 
recession effects disappear. Steel is the big one but also watch rub- 
ber, railroads, trucking, telephones (page 9). 

e Congress—Business will be on the spot again in new investiga 
tions of inflation, prices, wages, and other aspects of industria 
operations. Little legislation is expected, however (page 4). 

e Products—Purchasing will require increasing savoir-faire to 
keep pace with advancing industrial technology as R.&D. produces 
myriad new products and materials, and automation, data process- 
ing, and other electronic control devices spread in application (page 
18). 

e Materials management—Whether you love it or hate it, M.M. 
is on the make. More purchasing men will have to broaden their 
outlook to encompass the concept (page 12). 

¢ Foreign trade—lIndustrial rebirth of Europe and other nations 
challenges U.S. industry not only in world markets but at home. 
Future purchasing will require keener analysis of foreign affairs 
(page 20). 

e Transportation—A revolutionary year is on deck as rails fight 
back against truck competition and jet air freight snaps at both. 
Closer attention to traffic is a must in the over-all purchasing pic- 
ture (page 8). 

The topics capsuled above are discussed at length along with 
other vital purchasing subjects throughout this issue of PURCHASING 
WEEK. 


Nation Moving Into 2-3 Year Boom 
Despite Unemployment and Inflation 


What a difference a year makes! . 

Fifty-two issues ago the first issue of Purchasing Week carried 
headlines which told of dwindling production Tightbelt 
inventories .. . Higher freight rates . . . Price uncertainty . . . And 
stormy labor negotiations ahead. Even the fanciest writers and 
rosiest forecasters couldn’t dispel the gloom. 

Today’s headlines reveal how far the pendulum has swung: 
Upswing continues . . . Inventories on the buildup . . . Rails bait- 
ing new business with cut-rate tariff schemes . . . Price stability 
assured for much of-!959. Stormy labor news, which failed to 
materialize until recent wecks, is about the only dark spot on an 
otherwise optimistic outlook for the new year. 

a * * 

And that means purchasing techniques which carried through 
so well in 1958 must be honed, sharpened, and given a new twist 
to hit the mark in 1959. Old problems continue, but there are 
new fields to explore. 

P.A.’s who learned in 1958 that it pays to watch the activities 
of foreign producers and traders now must flavor their thinking 
with new developments on the foreign trade front, such as the 

(Continued on page 22) 


New York—The nation is 
moving along into a boom which 
may last two or three years with 
U. S. manufacturing hitting a 
record high in production during 
1959. 

That’s the outlook as seen by 
McGraw-Hill’s economic experts 
in the company’s annual report 
on the pulsebeat of U. S. indus- 
try for the year ahead. But the 
report still noted some major 
problems remain to be solved— 
chiefly unemployment and infla- 
tion. 

Commenting on the great ra- 
pidity with which the UV. S. econ- 
omy snapped back from the late 
1957-early 1958 recession, the 
pulsebeat report predicted over- 
all factory output will be up 

(Continued on page 22) 


Metal Stockpiles Over 
But U. S. Won’t Sell Now 


W as hington—Government 
stockpile managers threw a pre- 
Christmas scare into meta!-min- 
eral industries, then spent the 
holidays reassuring the trade. 

The scare came when the Of- 
fice of Civil Defense Mobiliza- 
tion’s inter-agency stockpile com- 
mittee reported a $1.8-billion sur- 
plus in strategic metal-mineral 
stocks on hand as of last June 30, 
largely caused by the gradual re- 
setting of goals from 5-year to 
3-year levels. 

The periodic report went on to 
say, however, that federal law 
and Administration policy is 

(Continued on page 21) 
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This Week's 


material prices. 


The index is not intended to give 
price movements of specific commodities. The items 
used are important only in that, together, they re- 
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flect the current general market trend in sensitive 
industrials. Weekly prices for most of the items cov- 
ered are published in “Commodity Prices” 


below. 


Price Perspective 


JAN. 5-11 


A cautiously optimistic undertone seems to pervade all projections and 
estimates of what lies ahead for 1959. 

Whether it be prices (see page 3), business activity, or inventories—the 
same sober, conservative keynote is being sounded. 

And it’s not without reason. Basically, the current business recovery is too 
mixed, too fluid to warrant any other type of prediction. 

There are just too many questionmarks to merit an all out “boom and 
inflation” forecast at this time. Some of the major weak spots: 

© Capital spending—This will probably fall well short of new peaks. 

© Labor—Nobody knows how far labor will go with its 1959 demands. 

© Unemployment—tThis will probably be a problem throughout the year. 

© Consumer demand—Nobody knows what the fickle consumer will do, 
particularly in his purchases of new automobiles. 

These are all points of weakness. All would have to be resolved positively 
before another “across-the-board” boom could begin. 


The basic 1959 price trends will reflect this mixed recovery outlook. 

Prices are expected to strengthen—but only slowly. 

PURCHASING WEEK’s Industrial Wholesale Price Index will inch up, though 
many individual items will probably remain relatively stable. 

There may be some acceleration later in the second half depending on the 
trend in wage settlements. But again it will hardly be spectacular. 

The expected behavior in sensitive commodities reflects the current eco- 
nomic climate best of all. These tags, which have a reputation for moving 
quickly and sharply, will show only limited gains. 

By the end of the year, sensitive prices should again be inching close to 
mid-57 levels. But that’s still a far cry from inflation ridden 1956. 


How close actual prices adhere to the above projections will, in part, 
depend on how consumer and business demand fares over the coming months. 

As far as consumer demand goes—automobile sales hold the key. 

For auto sales—besides being an important buying area in itself—controls 
demand for a wide variety of other consumer purchases. 

The number of cars sold affects hundreds of thousands of workers in auto 
and auto supplier lines. And these workers represent a sizeable chunk of 
consumer buying power. 

There’s an industrial buying effect here too: Detroit buying weighs heavily 
in the demand for a wide variety of industrial products—ranging all the way 
from metals down to industrial fabrics and glass. 


Basic clues as to how capital goods demand fares in coming month will 
come from machine tool orders. This is a key indicator, and when going up it 
indicates top-management is again in a buying mood. 

The 25% increase predicted by many tool builders this year will be a figure 
to watch. If early months run well under this figure it could mean the hoped 
for revival in machine buying may be a bit too premature. 

On the other hand, a bettering of this figure will indicate growing optim- 
ism on the part of businessmen. It could mean a greater-than-hoped-for 
buying pull from the key capital goods demand sector. 

And any increase in this sector usually has a consumer effect, too: 

e It provides jobs and income for more capital equipment workers. 

e This additional income, in turn, tends to raise consumer demand. 
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This Week's Commodity Prices 


METALS 


Pig iron, Bessemer, Pitts., gross ton 

Pig iron, basic, valley, gross ton 

Steel, billets, Pitts., net ton 

Steel, structural shapes, Pitts., cwt 

Steel, structural shapes, Los Angeles, cwi 


Steel, bars, del., Phila., cewt 

Steel, bars, Pitts., ewt 

Steel, plates, Chicago, cwt 

Steel scrap, #1 heavy, del. Pitts., gross ton 
Steel scrap, #1 heavy, del. Cleve., gross ton 
Steel scrap, #1 heavy, del. Chicago, gross ton 
Aluminum, pig, lb 

Secondary aluminum, #380 lb 

Copper, electrolytic, wire bars, refinery, lb 
Copper scrap, #2, smelters price, lb 

Lead, common, N.Y., lb 


Nickel, electrolytic, producers, lb 
Nickel, electrolytic, dealers, lb 

Tin, Straits, N.Y, lb 

Zinc, Prime West, East St. Louis, lb 


FUELS 

Fuel oil #6 or Bunker C, Gulf, bbl 

Fuel oil #6 or Bunker C, N.Y. barge, bbl 
Heavy fuel, PS 400, Los Angeles, rack, bbl 
LP-Gas, Propane, Okla. tank cars, gal 


Gasoline, 91 oct. reg, Chicago, tank car, gal 
Gasoline, 84 oct. reg, Los Angeles, rack, gal 
Coal, bituminous, slack, ton 

Coke, Connellsville, furnace, ton 


CHEMICALS 

Ammonia, anhydros, refrigeration, tanks, ton 
Benzene, petroleum, tanks, Houston, gal 
Caustic soda, 76% solid, drums, carlots, cwt 
Coconut, oil, inedible, crude, tanks, N.Y. lb 
Glycerine, synthetic, tanks, lb 


Linseed oil, raw, in drums, carlots, lb 
Phthalic anhydride, tanks, Ib 


Polyethyiene resin, high pressure molding, carlots, lb 


Rosin, W.G. grade, carlots, f.o.b. N.Y. cwt 
Shellac, T.N., N.Y. Ib 


Soda ash, 58%, light, carlots, cwt 

Sulfur, crude, bulk, long ton 

Sulfuric acid, 66° commercial, tanks, ton 
Tallow, inedible, fancy, tank cars, N.Y. lb 
Titanium dioxide, anatase, reg. carlots, lb 


PAPER 


Book paper, A grade, Eng finish, Untrimmed, carlots, 
CWT 


Bond paper, #1 sulfite, water marked 20 lb, carton lots, 
CWT 


Chipboard, del. N.Y., carlots, ton 

Wrapping paper, std, Kraft, basis wt. 50 lb rolls 
Gummed sealing tape, #2, 60 lb basis, 600 ft bundle 
Old corrugated boxes, dealers, Chicago, ton 


BUILDING MATERIALS 

Brick, del. N.Y., 1000 

Cement, Portland, bulk, del. N.Y., bbl 

Glass, window, single B, 40” Bracket, box, fob N.Y. 
Southern pine lumber, 2x4, s4s, trucklots, fob N.Y. 
Douglas fir lumber, 2x4, s4s, carlots, fob Chicago 


TEXTILES 

Burlap, 10 oz, 40”, 100 yd 
Cotton, middling, 1", he - 
Printcloth, 39”, 80x80, N i 
Rayon, satin acetate, N.Y. y 
Wool tops, N.Y. Ib 


HIDES AND RUBBER 
Hides, cow, light native, packers, lb 
Rubber, #1 std ribbed smoked sheets, Ib 


spot, yd 
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The Year Ahead in Prices 


Industrial Price Rises Expected 


To Be Small, Economists Predict 


Purchasing Week Experts Look for 2-to-4% Jumps, 
Point Out the Many Factors Making for Stability 


New York—Purchasing exec- 
utives will find prices for all 
levels of industrial products and 
commodities rising very slightly 
in 1959. That’s the result of a 
detailed analysis of spot, whole- 
sale, and retail tags just com- 
pleted by P.W. economists. 

Average prices should rise 
about 2% for industrialsk—and 
about 4% for spots over the next 
12 months, with most of the 
boosts coming in the second half. 
PURCHASING WEEK Industrial 
Materials Price Barometer is ex- 
pected to hit 94.0 by the end of 
1959 (see chart above right). 
That’s 4% above the current level 
of 90.3 (Jan. 1957—100). 

This rise in spot commodities 
foretells further industrial whole- 
sale goods boosts in 1960 as 
these increases percolate through 
to semi-finished and finished 
goods. But for this year, indus- 
trial prices are expected to rise 
only some 2%. That would put 
the PURCHASING WEEK Industrial 
Wholesale Price Index at about 
104 by the end of 1959 (see 
chart above right), as compared 
to the current level of 102.1 
(Jan. 1957—100). 

Consumer tags will be most 
stable of all prices in the next 
12 months. A continuation of the 
recent relatively level trend is ex- 
pected to continue throughout the 
year. As indicated in the chart 
on page four, P.W. economists 
expect the Bureau of Labor Sta- 
tistics’ Consumer Price Index to 
reach only 125 by the end of the 
year. That would represent a rise 
of less than 1% over the current 
level 123.9 (1947-49—100). 


Inflation Still a Worry 


Despite this outlook, people 
have again become increasingly 
concerned about the possibility 
of another inflationary spiral. 
Witness the stock market’s spec- 
ticular rise indicating an infla- 
tionary hedge or a “flight from 
the dollar” by investors. 

Inflation probably still is a very 
serious long-run economic prob- 
lem. But in these days, when we 
are just emerging from a reces- 
sion, another inflationary spiral 
is not in prospect for the near 
future. Past experience indicates 
that significant price boosts 
seldom appear until the economy 
blossoms forth into full pros- 
perity, when both labor and capi- 
tal equipment are fully employed. 

Economically speaking, there 
are a number of reasons why in- 
dustrial prices will remain fairly 
stable during the coming 12 
months. Recent P.W. price 
roundtable (P.W., Dec. 8, p. 6) 
turned up several significant rea- 
sons why inflation is not at pres- 
ent a short-run danger. Some of 
the more important ones were: 

1. Increased productivity: This 
is one of the most important. 
Preliminary 1958 figures indi- 
cate the start of an upturn in out- 
put per man hour which should 
continue well into 1959. 

This phenomenon usually oc- 
curs at the beginning of a recov- 
ery. That’s because industry 
tends to use the best equipment 
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and manpower available while 
output remains below capacity. 
And the spate of automated 
equipment installed during the 
last boom is now being fully 
utilized. 

(Continued on page 4) 
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Portable conveyors—between production lines on 
different levels—were a ‘““must’”’ at this Midwestern 
automotive parts plant. But the specially con- 
structed belts they used soon cut and flaked off. 
They became oil-soaked and accumulated dust— 
dirtying the parts. Worse still, they stretched —had 
to be taken up every 6 weeks. Even then, none 
lasted more than a year. 

Then the G.T. M.—Goodyear Technical Man—recom- 
mended Style ORS Cleated Belts. They’re made of 
rubber especially compounded for extreme resist- 
ance to oil, cutting and abrasion. And the tough, 
firm-gripping cleats are molded right into the rub- 
ber for durability. 


The savings are impressive: The G.T.M.’s less- 


CONVEYOR 


They’re raising production—and lowering costs by 


expensive belts eliminated the need for parts wash- 
ing. And after 3 straight years of full service— 
three times the life of competitive belts—they’re 
still going strong. 


Like to have savings like these on your production 
lines? The fastest way to find out is to call the 
G.T.M. He’ll be Johnny-on-the-spot if you contact 
your Goodyear Distributor — or write Goodyear, 
Industrial Products Division, Akron 16, Ohio. 


IT’S SMART TO DO BUSINESS with your Goodyear Distribu- 
tor. He can give you fast, dependable service on Hose, 
V-Belts, Flat Belts and many other industrial rubber 
and nonrubber supplies. Look for him in the Yellow 
Pages under “Rubber Goods” or “Rubber Products.” 
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Industrial Price Rises Expected 
To Be Small, Economists Predict 


(Continued from page 3) 

2. Labor costs: A holdback on 
increased labor costs also will 
help to stabilize prices this year. 
Wage rates in 1958 rose only 
about 3% as compared to an 
average in recent years of some 
5%. If the milder 1958 labor de- 
mand pattern continues, there is 
no reason to expect another 
wage-price inflationary spiral in 
the coming year. 


Steel Talks Are Important Peg 


Of course, the steel negotia- 
tions next July could alter this 
situation somewhat. For if the 
Steel Workers get a substantial 
pay boost, it could herald a step- 
ping up in union demands during 
the remainder of the year. And 
although these wage boosts would 
take a while to work their way 
through to boost finished goods, 
this is the factor behind the ex- 
pected slight rise in average 
wholesale prices in the second 
half of the year. 

3. Excess capacity: Another 
important deterent to near-term 
price boosts is the excess capacity 
which industry currently has 
available. A recent McGraw-Hill 
survey reported that American 
manufacturers were operating be- 
tween 70 and 80% of capacity— 
10 to 20% below the preferred 
rate. That means there will be 
few shortages of materials to 
pressure prices upward, and keen 
competition to hold the lid on 
any price boosts. 

4. Foreign competition: This 
is another factor keeping pres- 
sure on industrial tags well worth 
mentioning. It has already ef- 
fected the cost of goods which 
you buy. 

Reds Depress Market 

Russian market activity and 
heavy world stocks have in the 
past year depressed prices on a 
host of nonferrous metals includ- 
ing aluminum, copper, and tin, as 
well as certain basic chemicals. 
Among finished goods, domestic 
textiles, office machinery, and 
glass producers have all felt for- 
eign competition, 

5. Monetary controls: Federal 
Reserve Board action will add 
to the braking effect on inflation. 
While the supply of money will 
be expanded, the F.R.B. will con- 
tinue to avoid any excess reserves 
from accumulating for the use of 
lending agencies. It is also likely 
to increase the discount rate again 
by % or 42%. 

Generally speaking then, the 
above factors will combine to 
hold prices within very narrow 
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limits over the next six months. 
But the round of wage boosts 
during the second half of the year 
could boost prices a bit for cer- 
tain products. It’s most likely in 
those areas where competition is 
not too keen and excess capacity 
has been shaved because of solid 
demand boosts developing during 
the upturn which is already well 
under way. 


Stable Retail Prices 


Even more stable than indus- 
trial prices, however, will be 
prices at the retail level. For be- 
sides the absence of boosts from 
the wholesale level (and the lag 
between wholesale and _ retail 
changes) retail prices are under 
stabilizing pressures from a num- 
ber of other sources. 

The Consumer Price Index 
rose by 0.2% in November after 
holding steady for two months. 
It now stands at 123.9% of the 
1947-49 average. And little in- 
crease is expected in the index 
for the coming year. Here’s why: 


Under Pressure 


© Food prices, especially those 
of meat, will be under continued 
pressure. Barring another winter 
freeze in the South, these lower 
tags for edibles will offset any 
minor rises in retail finished 
goods. 

© Most of the November rise in 
the index can be attributed to a 
jump of 6.4% in new cars over 
October. For new cars comprise 
3% of the total price index. But 
as Detroit production swings back 
into high gear, auto dealers are 
expected to boost discounts—a 
factor which should help ease the 
index in the months to come. 


Service Prices Ease 

e The recent sharp rises in 
transportation, medical, and 
other services may soon start to 
ease. That’s because these costs 
which usually lag, now seem to 
have mostly caught up with the 
rises that came in finished goods 
areas in the course of the past 
few years. 

Secondly, automation in the 
office for accounting and other 
paper work is beginning to take 
hold. This should help keep serv- 
ices costs level for a long period 
to come. 

One further point is worth 
mentioning regarding the effect of 
consumer prices on_ industrial 
prices. There are now over three 
million workers in the country 
whose wage increases under long- 
term contracts are tied to the cost 


of living. 


The Year Ahead in Congress: 


Inflation, Prices, Economic 


Industry, Business Get Close Look from So-Called Liberals Now 


INFLATION—PRICE STUDIES 


Most significant to watch will be Senate 
Democratic Leader Johnson’s demand for a 
full and new inquiry into how to have pros- 
perity without damaging inflation. Joint Eco- 
nomic Committee will probably get the assign- 
ment. Also, Senator Kefauver’s Anti-Monopoly 
Subcommittee will continue looking into price 
manipulation and price leadership in farm, 
meat and drug areas, with the prospect that he 
will come back to steel if the industry raises 
prices after the Steel Workers union contract 
is negotiated. 


TAXES 


Corporate and personal income rates will go 
unchanged. Closing of tax loopholes will be- 
come major goal. Federal gasoline tax increase 
likely from present 3¢ a gal. to pay for high- 


Major Congressional Issues of 1959 
—What to Expect— 


for new government help are slim. But there 
will be more petitions for escape clause, anti- 
dumping and defense-essentiality relief from 
increasing import competition. 


More investigations ahead, plus two items of 
legislation: requiring companies to notify 


Washington before merger and giving anti- 
trusters new right see to company documents. 
Neither law has much steam as of now. 


DEFENSE 


Democrats will push for more than Eisen- 
hower asks. Thus military spending for fiscal 
year beginning next July should be well around 
$42-billion. Missile spending will go up; air- 
craft and other conventional weapons will go 
down. 


way construction. 
LABOR 


to be 
likely. 
under 


hower’s ceiling. 


COMMODITIES 


Increase in minimum wage to $1.25 an hr. 
asked by Democrats, but passage not 

Attempt to bring new worker groups 
minimum wage umbrella also expected 


No Taft-Hartley revisions will 


to fail. Any anti-racketeering law passed likely 
to be mild. 
score. 


GOVERNMENT SPENDING 

Spending in 1959 may hit $80-billion, de- 
spite recent official estimates of $77-billion. 
Democratic pressure on spending programs 
seems certain to push the total beyond Eisen- 


Hopes of domestic minerals-metals producer 


RENEGOTIATION 


Present law expires June 30 but extension 
for two more years seems likely. Big Demo- 
cratic majorities reduce chances for amend- 
ments industry has asked seeking exemptions. 


FOREIGN AID 
U. S. subsidies to allies may go up. The 
Administration may ask $1-billion more. 


FARM PRICE SUPPORTS 

Pressure is on for legislation to cut the 
$6.5-billion cost of farm programs now esti- 
mated for fiscal year 1960. 
likely; too much politics involved. 


ATOMICS 


Democrats will push for stepped-up power 
reactors against Administration’s tendency to 
go along with present program. 


No drastic action 


Aussie Wool Marketers 
Expect Slight Price Rise 


Melbourne—Australian wool 
marketing experts expect a slight 
but definite improvement in wool 
prices early in 1959. Latest data 
indicate that world wool con- 
sumption is only 9% below a 
year ago as against a 15% drop 
at the beginning of 1958. 

Australians point out that 
while wool prices have exhibited 
some weakness, actual demand 
for wool remains strong. 

Very little wool was passed in 
at Australian auctions, and this 
is interpreted as meaning that 
there is desinitely a demand for 
wool at a price. 

The 1959 buying pattern is 
expected to be broadly similar to 
the latter part of 1958. Japanese 
Operations are expected to be 
important as in the past while 
the demand from U. K. sources 
is definitely showing improve- 
ment. Continental buying will 
probably remain good without 
being buoyant. Both in Eastern 
European and in other Commu- 
nist countries, including China, 
demand has been strongly felt 
at times and should remain so 


in 1959. 
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Economists Second P.W. Survey 
Predict More Buying of Materials 


(Continued from page 1) 
a financial expert for the Manu- 
facturers Trust Co. of New York; 
Martin Gainsburgh of the Na- 
tional Industrial Conference 
Board; and Ezra Solomon of the 
University of Chicago. 

Solomon forecast that there 
would be no appreciable inven- 
tory buildup this year but that 
P.A.’s nonetheless would be in- 
creasing their buying activities. 
Maintaining present inventory 
levels will be possible through 
faster stock turnover and applica- 
tion of better inventory control 
policies and more modern stock- 
ing methods, he said. 

Solomon and other forecasters 
named the consumer as the key 
man in the 1959 economy, with 
his spending activity in the next 
few months, especially on dur- 
ables, shaping both general busi- 
ness activity for the year and in- 
ventory policy as well. 

Solomon said that if consumers 
continue spending at present 
rates, they would force a stepup 


in inventory purchases _ that 
would add some $6 billion to the 
nation’s output of goods. But a 
quickening of consumer spending 
in the next few months would 
cause businesses to step up in- 
ventory buying that could result 
in up to a $15 billion addition to 
production. 

Hauge focused attention on the 
size of the budget as a factor 
leading to higher prices in the 
economy because of its “built-in” 
inflationary bias. He added that 
there was an “urgent need” for 
improved budget control. 

The debate on prices and their 
economic effect raged openly at 
the convention. John Blair, coun- 
sel for Senator Kefauver’s sub- 
committee investigating adminis- 
tered prices, argued that admin- 
istered prices mean higher prices 
Martin Bailey of the University 
of Chicago rejoined that results 
of big business pricing are less of 
an evil than government super- 
vised prices and that other factors 
are responsible for inflation. 
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@Philosophy Will Keep Federal Legislators Busy 


Ww 


Prominent in Both Houses 


Washington—Congress _con- 
venes this week with veteran 
lawmakers girded for a noisy 
battle about political and eco- 
nomic philosophy. The conflict 
appears certain to dominate 
Washington in 1959 and will in- 
volve industry and business on 
many fronts. 

On one side is an increasingly 
conservative lame duck Republi- 
can President. He is confronted 
with a Democratic Congress in 
which the 1958 elections pro- 
pelled the so-called liberals to 
a new influence of remarkable 
proportions. 

Inflation will be the big target; 
and because of possible political 
mileage, everyone wants in on 
inflation and price studies. Con- 
gressional leadership, beset by 
moves to investigate business 
practices from a half dozen or 
more angles, already is priming 
for a fresh study of this old prob- 
lem. Apart from the unceasing 
struggle to maintain peace, infla- 
tion easily ranks as the major 
issue of the session. 

Senate Majority Leader Lyn- 
don B. Johnson wants and prob- 
ably will get a major new study 
of inflation by the Senate-House 
Joint Economic Committee. It 
will be similar in depth and 
scope to that conducted in the 
late 1930’s by the Temporary 
National Economic Committee 
(T.N.E.C.), which was a land- 
mark in the politics of economics 
although it produced little legis- 
lation. 

T.N.E.C.’s main effect was to 
introduce the philosophy of the 
late Lord Keynes into American 
governmental thinking, partic- 
ularly the idea that budgetary 
deficits are an acceptable method 
of combatting economic reces- 
sion. What Johnson asks for 
now, in 1959, is the same kind of 
searching look at the causes of 
inflation. 

Democrats have a real reason 
for wanting to know. They are 
dissatisfied with orthodox mone- 
tary policy and tight money as 
a check on rising prices, and 
especially with the record of the 
federal reserve in the past two 
years. Above all else, they want 
an alternative. 

Quite apart from the broad- 
based study of the entire econ- 
omy which Johnson advocates, 
there are some other reasonably 
clear presumptions about the 
broad outline of Congressional 
activity in 1959: 

e Taxes will stay high. Chair- 
man Wilbur Mills of the tax- 
writing House Ways & Means 
Committee and the most im- 
portant tax man in Congress, is 
gradually giving up the idea that 
economic growth alone will pro- 
duce revenues necessary to attain 
the ultimate desirable goal: A 
budget in easy balance within 
the next couple or three years. 

Mills and his committee are 
laying the groundwork _ for 
broadening the tax base, which 
means depriving groups of tax- 
payers of special treatment they 
are now accorded under the law. 
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In most years, a political parlor 
pastime at this season is to guess 
about chances of a Congressional 
tax cut. Not so this year. If 
there’s any adjustment in taxa- 
tion, barring another serious 
economic tailspin, it will be up- 
ward, not downward. While 
there is talk inside the Adminis- 
tration about raising taxes, no 


one takes it very seriously. 

¢ Business faces searching in- 
vestigations about pricing and its 
relationships with government 
agencies. In the broad sense, this 
is attributable very directly to 
the Democrats’ overriding sense 
of “need” to do something about 
inflation. : 

The Kefauver Committee will 


press ahead with the Kentucky 
Senator’s study of price policies 
which already has brought steel 
and auto executives to the wit- 
ness chair. The aluminum, farm 
equipment, and drug industries 
will be among those put on the 
griddle. 

Rep. Emanuel Celler wants a 
look at shipping rates. He also 


plans a broad scale study of con- 
flict-of-interest problems of busi- 
nessmen who come to Washing- 
ton as public officials. 

Senator Robert S. Kerr will 
ramrod a Finance Committee 
study of last summer’s rampant 
speculation in the government 
bond market. He may also seek 
a look at bank interest rates. 


CUT YOUR HANDLING COSTS... eee 


This compact Facts Sheet contains a 
handy chemical resistance chart which tips 
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The Year Ahead in Business 


1959 Looks Like a Rather Good Year; 
Everybody Ready to Spend More Money 


Result Will Be Gradual Increase in Output as Industrial Inventories Are Rebuilt, 
New Orders Rise, Consumers Spend More; Installment Credit on Autos Down Sharply 


New York— Purchasing executives, 
putting the finishing touches to their 1959 
plans, expect the year to get off on the 
right foot. It’s in sharp contrast to the 
gloomy picture of last January—when 
everything was heading down. 

The first quarter 1959 will see produc- 
tion inching close, if not surpassing, early 
1957 peaks. Further gains should keep 
the business curve heading upward 
through the fourth quarter of the year. 

But this improvement will hardly be of 
boom proportions. Actually the situation 
can best be summed up as “cautiously 
optimistic.” Business will improve slowly 
and gradually—with a pause here and a 
spurt there. 

Price movemen's will reflect this pat- 
tern. Firmness will predominate. But 
scattered weakness and lack of any real 
near-term inflationary push will limit 
overall rise in price averages to very 
modest proportions (see p. 3 for detailed 
price outlook). 

Basically, it’s the type of business 
climate tailor-made for the wide-awake 
purchasing executive. The P.A. who 
watches the week to week fluctuations 
in business and prices, will be that much 
ahead in gaining answers to the, key 
questions of where, when, and how much 
to purchase. For business trends can 
provide accurate clues to basic inventory 
policy. 

As a first step in evaluating the 1959 
outlook, it is important to look at the 
overall! measure of business activity, Gross 
National Product (G.N.P.). P.W. econ- 
omists see this key measure rising through 
the year. By the end of 1959, it should be 
around $475 billion, compared with the 
current $450-billion level. 

This estimate is based on the “less- 
than-boom” outlook for the three major 
spending areas of the economy—capital 
outlays, consumer purchases, and govern- 
ment spending. Our forecasts for these 
three are outlined in the chart above. 

As far as business spending is con- 
cerned, plant and equipment outlays have 
definitely bottomed out. But all indica- 
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tions point to a very slow 1959 rise— 
nowhere as fast or as precipitous as the 
1955-57 capital equipment boom. 

A recent McGraw-Hill survey revealed: 

e The overall 1959 rise will only be 
in the order of 1%. 

e Manufacturing firms—mos: of which 
have spare capacity on hand—actually 
plan to spend a bit less (3%) than in 
1958. 

e But non-manufacturing firms as a 
whole will spend about 2% more. 

On the positive side, it should be 
noted that previous experience indicates 
that these preliminary plans will be re- 
vised upward as final budgets are com- 
pleted. That’s what happened in the 
beginning of the previous upturn in 1954- 
55 as business men became more opti- 
mistic. 

Another encouraging sign is that manu- 
facturers’ tentative plans for capital 
spending in 1960 are already very close 
to plans for 1959. So actual spending in 
1960 is almost certain to be higher than 
1958-59 levels. 

One other trend worth noting: The 
rise in capital spending expected for the 
new year will be largely concentrated on 
new machinery and equipment. This is 
where automation and cost-saving devices 
can improve profits and margins. Excess 
Capacity, on the other hand, will dampen 
corporate enthusiasm for putting up addi- 
tional factory buildings. 


Consumer Spending to Rise 


On the consumer spending front, the 
outlook is again mildly encouraging. One 
clue comes from the new Michigan sur- 
vey of consumer attitudes. Thus, many 
more families than in mid-’58 now re- 
port: 

e Their financial position has taken a 
turn for the better. 

e Their income is higher than a year 
ago. 
e They expect to be better off this year. 

In business transition periods, such as 
we are in now—when the economy is 
switching into high gear—consumer senti- 


ment can make considerable difference. 
Certainly past surveys can back this state- 
ment. For example, substantial changes 
in attitudes, as measured by the Michigan 
survey, have repeatedly been followed by 
corresponding changes in durable goods 
sales. 

A word of caution though: The con- 
sumer optimism—though on the increase 
—still remains well below 1955-56 peaks. 
And remarks about high prices and un- 
employment were still heard frequently 
among the surveyed consumers. 

Current consumer credit picture is 
another encouraging sign. Installment 
credit outstanding at last report was close 
to a half billion below year-ago levels. 

And if you look at automobile paper 
alone, the picture is even more startling. 
Latest auto credit outstanding was a 
whopping $1.4 billion below year ago. 

This is an important plus factor for 
1959. For with their debt load light- 
ened, consumers may be much more will- 
ing to enter the market place. 

Higher income levels projected for 
next year should also help bolster buying 
confidence. Disposal income—the money 
consumers have in their hands should 
rise another 5% to new record highs in 
1959. 

Finally savings—which is_ basically 
money in the bank—are also likely to 
prove a plus factor when 1959 consumer 
totals are in. Individual savings, as com- 
piled by the securities and exchange com- 
mission rose $5.2 billion in the third 
quarter of 1958 (latest available figures). 

That was $4 billion more than net 
savings in the previous quarter—and 
some $300 million more than the amount 
added to savings in the comparable year- 
ago period. 

The third big spending area, govern- 
ment outlays is subject to considerable 
debate. The Administration budget calls 
for only $77 billion in spending for fiscal 
1960 (year beginning July 1959). 

But with close to $80 billion being 
spent currently and costs of military 
hardware still going up, this seems to be 
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cutting things a bit too fine. An outlay 
somewhere between the two estimates— 
about $78.5 billion—would seem more 
realistic. 

The fact that this is still somewhat be- 
low current spending patterns indicates 
that government outlays won’t be too 
much of an upward force in 1959. In- 
stead, they can best be considered a 
stabilizing factor—cushioning any pos- 
sible fall in general business activity. 


What’s Ahead for 1959 


With the overall spending patterns 
shaping up as noted above, here’s our 
evaluation for specific business areas in 
1959: 

Inventories: Increasing production ac- 
tivity will mean a gradual accumulation 
of inventories. But buildup will be slow 

about $1.5 billion for factory stocks, 
close to $3 billion in all when you add in 
wholesale and retail inventory accumula- 
tions. 

That’s in sharp contrast to 1958 when 
total business inventories declined by 
about $6 billion—the biggest inventory 
slash in U.S. history. 


How savings multiply 
with new Gates 
Super HC V-Belt Drive 


The cost of a new Gates 
Super HC V-Belt Drive is as 
much as 20% less than the 
cost of a drive of comparable 
hp using present V-belts. But 
the lower cost of the drive it- 
self is only the initial pur- 
chasing economy. 


Further economies are real- 
ized on drive equipment, such 
as housings and bases — econ- 
omies in materials, produc- 
tion time, shipping costs. 


Shown below are space savings of a 
typical installation... 


Present 
Drive 


7.4 
20.0 


Super 
HC Drive 


5.3 

14.0 
30.0 
3-3V900 


DriveR Sheave 
DriveN Sheave 
Center Distance 


Sheave diameters and center distance 
of new Gates Super HC V-Belt Drive 
compared with present drive. 


Face width of new Gates Super-V 
Sheave (left) compared with present 
sheave. 
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Super HC V-Belts also have 
these important Gates features... 


1. Flex-Weave Cover (U.S. Pat. 
2519590) A Gates exclusive. 
Makes cover more flexible .. . 
prolongs belt life. 

2. Concave Sidewalls (U.S. 
Pat. 1813698) become straight 
as belt bends insuring uniform 
contact with sides of groove. 
Uniform contact means less wear 
...far longer belt life. 

3. High Electrical Conductivity 
is built in for safer drives in 
explosive atmospheres. 

4. Oil, Heat and Weather Re- 
sistance is insured by use of spe- 
cial rubber compounds. 


January 5, 1959 


How important these inven- 
tory fluctuations are, can be 
gleaned from latest G.N.P. sta- 
tistics. They reveal that close to 
60% of the recent business 
downturn was due to inventory 
liquidation. 

Consumer soft goods sales: 
This is one area that fared rela- 
tively well in 1958, racking up a 
3% gain. Another gain, about 
3-4% , is expected for 1959. 

Best showings will be made by 
textiles, rubber, and leather prod- 
ucts. Five per cent or greater 
gains are also anticipated for 
chemicals, petroleum refining, 
and paper. 

Consumer hard goods sales: 
Auto outlays will show consider- 


able improvement above disap- 
pointing 1958. P.W. economists 
look for 5.7 million new cars to 
be sold in 1959—about 34% 
above 1958. 

Appliances will add to the 
brighter 1959 picture. They'll 
continue the pick-up noted this 
fall. When added to autos and 
other hard goods, it means total 
1959 hard goods sales will run 
about 8-10% above 1958. 

New orders: This key indicator 
of future activity will continue to 
improve in line with better sales 
and rising business optimism. For 
the year as a whole orders should 
equal or top sales, keeping back- 
logs stable or even pushing them 
up a bit. 


Machine tool new orders, in 
particular, will show a healthy 
gain from depressed 1958 levels. 
A 25% gain seems likely— 
though even that will keep activ- 
ity well below 1956-57 levels. 

Production activity: Increase 
in inventories, consumer sales, 
new orders—and to some extent 
capital equipment buying—will 
mean a sizeable gain in industrial 
output for 1959. 

Early 1957 peaks will be sur- 
passed sometime in the first half, 
and by the end of year output 
should be running close to 10% 
above current levels. 

Employment: Pick up in in- 
dustrial activity will mean an im- 
proving employment picture. But 


rising productivity and continued 
trend toward automation will 
limit gain in manufacturing-sector 
to about one half million work- 
ers. For all non-agricultural em- 
ployment, only a gain of about 
a million workers is anticipated. 

With at least that many work- 
ers entering the labor force, un- 
employment is expected to re- 
main a problem. An average of 
3-4 million will probably be out 
of work in the new year. 

Construction: Building boom 
which helped cushion 1958 re- 
cession will continue through 
1959. Total outlays should run 
between $51-$53 billion—about 
7% above 1958. 

Biggest gains will be racked up 


New 


high capacity V-belt 


revolutionizes drive design 


PRESENT V-BELT DR 
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Makes drives far more compact... 
cuts cost as much as 20% 


Here is a major advance in the field of power 
transmission — the fully proved Gates Super HC 
V-Belt, developed in the world’s largest belt-testing 
laboratories at The Gates Rubber Company. 


With the Gates Super HC V-Belt, you can have 
the lowest-cost, lightest-weight, most compact mul- 


tiple V-belt drive you can put on any machinef 
Sheave diameters can be reduced up to 50%, sheave 
widths 30% to 50%, center distances 20% and more! 


On new drives, the cost of a Gates Super HC 
V-Belt Drive is as much as 20% less than present 
V-belt drives of the same hp capacity! 


Learn More About The Cost-Saving Super HC Drive 


For detailed information on the Super HC Drive, contact your nearby Gates dis- . 
tributor or Gates Office for new booklet, “The Modern Way to Design Multiple 
V-Belt Drives.” For utmost space, weight and dollar savings in new drives or 
drive replacements, specify Gates Super HC V-Belts and Sheaves. Stocks 
immediately available in principal industrial centers. 


The Gates Rubber Company benver, colorado 
Gates Rubber of Canada Ltd., Brantford, Ontario 


er 


World’s Largest Maker of V-Belts ~ 
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Gates Super HC V-Belt Drives 


in private housing (representing 
about 1.2 million new units) and 
highways. Industrial and office 
buildings will remain relatively 
weak. 

Foreign trade: Some export 
improvement can be expected, 
reflecting healthier financial posi- 
tion of many foreign countries. 
Outgoing shipments would run at 
about $18-19-billion level. That’s 
about a billion above this year’s 
$17.5 billion estimate. Best cus- 
tomers will again be Canada and 
Mexico. 

On the import side a similar 
gain is expected—reflecting, in 
part, increased business activity 
and stepped-up foreign offerings. 
Volume should run at $14-14.5- 
billion level compared with this 
year’s $13 billion. 

Money and credit: There will 
be some mild tendency for money 
to get tighter in the coming 
months. Continued heavy fed- 
eral government needs—plus the 
ever-growing requirements of 
state and local authorities—will 
bolster demand for funds. 

Borrowing by business men 
and consumers is also slated to 
rise. Firms will need more 
money for inventory rebuilding, 
equipment purchases, and a 
higher rate of activity. Consum- 
ers will probably step up their 
credit buying of cars and other 
big-ticket items. 

It means there may be some 
edging upward of interest rates 
on loans and mortgages. But 
rises, if any, will be small. It 
would indeed be surprising to see 
them edge up more than 1, of 
1% over the year. 


Steel Warehousemen 
Hear Fairless Speak 


New York—Industrial buyers 
could get lower prices with more 
quality if business could pass 
along some of its advances in 
productivity, a steel industry 
spokesman told a meeting of steel 
warehousemen here. 

Benjamin F. Fairless, presi- 
dent of the American Iron & Steel 
Institute, hit at the so-called 
“purchasing power theory” uti- 
lized by some union leaders to 
justify wage increase demands. 

“What we need,” Fairless told 
the American Steel Warehouse 
Association, “is not just more in 
pay envelopes but also more pay 
envelopes.” He said if union 
leaders insist on taking all or 
more of the advantage gained in 
productivity improvement, they 
will seek to boost national wage 
rates to what the most efficient 
industry can pay. 

Then, Fairless said, “less effi- 
cient industry, through no fault 
of theirs, will be strangled by 
cost.” Fairless called “super- 
ficial” the idea that all higher 
wages must mean higher pur- 
chasing power and must be good. 


Fort Worth P.A.’s Set 
3-Pt. Program for ‘59 


Fort Worth Purchasing 
Agents Association of Fort 
Worth has outlined a three-point 
program for the coming year. 

Members decided to use more 
committee reports with district 
and national sources; have indi- 
vidual members give “quickie” 
reports on their own purchasing 
procedures and problems; and in- 
crease plant tours, especially at 
night, with a view of the purchas- 
ing department. 
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The Year Ahead in Transportation 


1959 Will Show a Comeback for Railroads 


Stiff Competition Seen Ahead for All Carriers; 
Rails and Trucks To Clash over ‘Agreed Charges’ 


New York—Some observers already 
see 1959 as the “year of the big comeback 
for railroads.” The year definitely prom- 
ises many fast and sweeping changes in 
the traffic picture and could be one of 
the most revolutionary in transportation 
annals. 

Purchasing agents stand to gain much 
from economies assured from stiff and 
unrelenting competition ahead for all car- 
riers—rail, ship, truck, and plane. 

Here is a rundown of the hot issues 
and key trends ahead: 


RAILROADS 


The rails are out after freight in any 
shape or form. They are hammering at 
one basic issue to get it—cut rates every 
place possible where a profit can still be 
shown. 

They have already launched a well- 
planned offensive to get official okay from 
the Interstate Commerce Commission for 
volume shipments at bargain rates. The 


rails have flooded the I.C.C. with dozens 
of such rates in the past few months. This 
rate-cutting issue is lining up truck and 
water carriers against the rails and freight 
forwarders in a real showdown fight. 

Forwarders are pushing “Piggyback” 
—the railroads “incentive rates.” If both 
are successful, competing carriers will be 
hard-pressed to vie for a sizeable chunk 
of the nation’s freight. 

The biggest noise will be heard early 
this year when the rails and truckers col- 
lide over the so-called “agreed charges” 
issue where shippers are given a fixed 
rate based on annual volume shipments. 
The first move in this direction has al- 
ready been made by the Soo Line with 
Eastern roads expected to follow shortly. 
The L.C.C. has given no indication of its 
feelings on this issue except to hint that 
that it will take a long time grinding to 


conclusions. 
TRUCKERS 
The trucking industry appears headed 


tP. W. Projection. 


Monthly Trend in Freight* 
(% Change from Corresponding Month of Previous Year) 
Rail Freight Car Loadings 
Trucking—Intercity Tonnage 
Air Freight and Express—Ton Miles ...... 
{Waterway—Foreign Trade Ship Clearances 


*Latest month for Rails is November; Trucks, October; Air- 
lines, October; Waterway, July. 


+22.5 
—13.2 


YOU'RE THE BOSS! 


From the moment he pulls up at your dock, your Ringsby 
delivery driver is working for you. His one interest is the well- 
being of your shipment on the first —or last —leg of its 
journey. You'll find him courteous, helpful . . 
please. Proud too — proud of his company’s vast resources, 
famous non-stop Rocket schedules. TL or LTL . . . eastbound 


. anxious to 


or westbound . . . when it’s got to move fast he’s your man. 


His kind of service makes tight deadlines . . 


... and helps make Ringsby the fastest 
distance between two docks. 


TRUCK LINES, 


— tine OGFEFAHE ROCKETS 


. fast friends 


INC. 


GENERAL OFFICES: 3201 Ringsby Court « 


Denver 5, Colorado 


ewe 


for a long, tough ride on a bumpy road. 
Plus the anticipated battle with the rails 
for freight, truckers are faced with the 
prospect of having gasoline, diesel, and 
other highway user charges stepped up to 
meet increased costs of the big multi- 
billion dollars highway program. 

Estimates are that the program needs 
an additional $1 billion a year pumped 
into it. The Administration has already 
tossed out hints that it will ask Congress 
to hike the gasoline tax by one to one and 
one-half cents per gallon. 

Before the matter is settled, it may well 
spread to a boost in other user charges 
now in effect on such items as tires, tubes, 
etc. But, regardless of where the bite is 
placed, it means higher operating costs 
to truckers. Squeezed between this situa- 
tion and the upcoming battle for freight, 
they may find it extremely difficult pass- 
ing these higher costs on to the shipper 
in the form of higher rates. 

Truckers have gained some ground, 
however slight, on the “Plan IV” piggy- 
back issue. This is the term applied to 
highway-rail co-ordination —_ wherein 
shippers own the highway trailers and the 
flat cars and merely interchange the 
equipment between rail locomotive power 
and that of highway truck-tractors. 


WATER CARRIERS 


“Containerization” is rapidly becoming 
the by-word of the intercoastal shipping 
trade. 

The growth of “Fishyback” has closely 
paralleled the growth of “Piggyback.” 
And traffic men say these two unique 
transport methods will continue to grow 
through 1959. One upcoming factor 
favors this growth, particularly of fishy- 
back. Pallet and cargo containers will 
probably be standardized before the year 
is Out. 

Three committees are working on con- 
tainer standards. They represent the 
American Standards Association, the 
Federal Maritime Board, and the Na- 
tional Defense Transportation Associa- 
tion. 

The St. Lawrence Seaway is bound to 
do some good for the water carrier indus- 
try. However, a spokesman for the 
American Waterways Operators, Inc., 
says opinion is divided on what the Sea- 
way will mean to domestic water carriers. 
He says the railroads are trying to elimi- 
nate any possible benefits by reducing 
rates wherever possible to compete with 
water transport. On this point, he says 
water carriers will fight this year “for 
amendments to the Transportation Act 
of 1958. It gives the rails too much 
power.” 


AIR FREIGHT 


An official of the Civil Aeronautics 
Board recently declared that the air trans- 
port industry is on the verge of a “revolu- 
tionary era” in which its growth and 
prosperity will come from “the great un- 
explored frontiers of air cargo, where the 
traffic is unlimited if the price is right.” 

One line is already flying in that direc- 
tion. The Flying Tiger Line, Inc., has 
under study a prop-jet aircraft designed 
specifically as an air freighter that could 
reduce ton-mile operating cost to about 
3¢ a mile and enable a reduction in air 
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freight rates to about 10¢ a ton mile, less 
than half the current rate. 

Developments such as this are expected 
to come quickly in 1959 as the “Jet Age” 
gathers momentum. While promising 
greater profits for air freight carriers, jets 
also are likely to deliver more economies 
to the door of the shipper. 
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The Year Ahead in Labor 


Tough Fights Expected 
In 1959 Negotiations 


Rash of Late 1958 Strikes Definite Warning Sign; 
3 Million Workers’ Contracts Run Out This Year; 
More than 2 Million to Get Automatic Increases 


Pittsburgh—The busy blast 
furnaces in and around this steel 
capital are firing more than the 
ingredients for steel. But even 
without heat from Pittsburgh, the 
nation’s labor pot already is sim- 
mering for 1959. 

“All the signs,” warns David 
J. McDonald, “point to a very 
tough go.” The president of the 
million-member United  Steel- 
workers union thus advises what 
to expect when he leads his union 
into this year’s hottest negotia- 
tions—the U. S. W. vs. the basic 
steel producers. 

McDonald is being echoed, not 
only from steel management, but 
from both sides of other bargain- 
ing talks scheduled during the 
year. 


Both Are Tougher 


With recession recovery boost- 
ing confidence all-around, the 
rash of late 1958 strikes is a 
warning sign for this year. Man- 
agement is tougher. Unions are 
tougher. Preliminary statements 
from management and _ union 
pedestals already have made that 
clear. 

The experts who predicted a 
rough strike year in 1958—only 
to see United Auto Workers 
Chief Walter Reuther take a 
“moderate” auto contract—are 
back out on the limb. Steel, rub- 
ber, oil, mining—all in key in- 
dustries—have the ingredients for 
explosion. 


For an advance bargaining 
look at your own industry or 
those of your suppliers, see 
the 1959 key negotiations 
table on this page. 


In steel, the union’s chief staff 
strategist for the coming spring 
bargaining, U. S. W. General 
Counsel Arthur J. Goldberg, 
speaks warily of the outcome: 
“The end product is not neces- 
sarily good for both sides.” Mc- 
Donald says flatly: “we will strike, 
if necessary.” 


To Cover 3 Million Workers 


Some built-in economics for 
1959 add fuel to the negotiating 
fires. Negotiations will cover 
some three million workers whose 
contracts run out during the year. 
Most of these are ending long- 
term agreements. At the same 
time more than two million others 
will be picking up automatic in- 
creases under continuing con- 
tracts negotiated over the last 
two years. These average about 
8¢ an hr. plus whatever can be 
collected as a result of advances 
in the cost of living. 


Dig Management Trenches Deep 


The steel industry leader who 
spoke up recently with “there 
will be some tough bargaining by 
the companies,” typified an ap- 
parent early determination to dig 
management trenches deep. 
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The same attitudes can be 
spotted elsewhere: 

eIn oil bargaining, O. A. 
(Jack) Knight, head of the Oil, 
Chemical, and Atomic Workers, 
is bristling at extended, dead- 
locked negotiations with the in- 
dustry. He charges the industry 
refuses a pay hike “despite the 
fact that productivity has gone 
up substantially.” The industry 
counters that O.C.A.W.’s 25¢-an- 
hour demand is “inflationary.” 
Oil contracts runs to June but can 
be re-opened any time on wages. 


Rubber Talks Sensitive 


e Rubber bargaining is sensi- 
tive. Last year’s talks were set- 
tled on fringes with no pay boost. 
The contract expiration date of 
April 15 is the same for the big 
four producers. Watch it. 

No single factor is responsible 
for balancing the 1959 labor 
scene so precariously. But here 
are the important elements to be 
weighed: 

e Wages—Take steel, __rail- 
roads, nonferrous mining. Three- 
year contracts expire this year. 
The industries have been paying 
high built-in raises through the 
recession and dread another up- 
ward adjustment. Unions will be 
bargaining in a rising economy, 
will demand inflation-size agree- 
ments with prouctivity increases 
a big factor. 


No Innovations in 1958 


e Fringes—No innovations 
were adopted in 1958. Automa- 
tion unemployment, in the wake 
of the recession, almost surely 
means a firm stand on the big 
new fringe—the shorter work- 
week. 

e Atmosphere—Harsher _atti- 
tudes and firmer positions are 
evident at the bargaining table. 
Inflation and the issue of what 
causes it—higher wages or prices 
—are big factors. 

e Willingness of employers to 
cooperate in resisting unions. Six 
airlines last fall made a pact to 
turn over any extra revenue from 
a strike to the company involved. 
New York newspaper publishers 
shut down their plants as one 
during their December strike 
battle. Employer cooperation 
was clear in auto bargaining as 
well when the Big Three stood 
firm on the same offer and won. 

Other pressure points on nego- 
tiators will be: 


Hangover Unemployment 


e Hangover unemployment 
from both the recession and auto- 
mation. In addition to wages, 
union bargaining priority goes to 
the problem of holding on to 
jobs. This means emphasis on 
sharing-the-work through shorter 
work weeks, extended vacations, 
etc. Unions also will have pen- 
alty demands for layoffs, partic- 
ularly severance pay. 

eUnion dissatisfaction with 
1958 negotiations. Union bar- 


gainers will be trying for much 


more than the 7.3¢ settlement of 
the United Auto Workers. They 
must try to minimize the influ- 
ence of this “disappointing” key 
industry settlement. 

That is the reason for such 
a strong spotlight on the U.S.W. 
in the steel bargaining. Steel 


union President McDonald will 
be caught in the middle of Walter 
Reuther’s relatively modest settle- 
ment and the big $2 a day in- 
crease won by John L. Lewis’ 
United Mine Workers last month. 

Some key industries won’t be 
bargaining, at least on a big scale. 


Aircraft goes over to 1960 along 
with the electrical products in- 
dustry. But the electrical work- 
ers, who failed in 1958 demands 
for unemployment benefits will 
be preparing for a 1960 show- 
down with General Electric and 
Westinghouse. 


Labor Won This in 1958 ... 


It Aims for This in 1959... 


AVERAGE SETTLEMENT was 9-9/2¢ an hr. 


<i 


— 


KEY FRINGES negotiated included welfare benefits, 
pensions, severance pay. 


<> 
—" 


DEFERRED INCREASES falling due on continuing 
contracts averaged 8.2¢ an hr. 


tin, 
- 


MAJOR SETTLEMENTS this year were in 
AUTOS (7.3¢ an hr. on 3-yr. contract) 
COAL ($2 a day on 1-yr. open-end contract) 
TRUCKING (20¢ an hr. for local haul drivers, 10¢ 

for over-the-road in Western States contracts) 
RUBBER (no direct pay boost, settlement included 
incentive pay and other fringes). 


increases. 


applied heat to the 
Workers negotiations, 
agement fray. 


$< j—_ 
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WAGE DEMANDS hinging on 3-to-4% productivity 


KEY FRINGES including: spread-the-work against 
unemployment, shorter work week, more holidays, 
vacations, severance pay, expanded seniority. 


DEFERRED INCREASES from current contracts will 
average about 8¢ an hr. 


—_—————$ ag ———____. 


NEGOTIATIONS to WATCH: Steel industry, railroads, 
building trades, telephones, trucking. The 1958 
coal settlement was the big one which already has 


steel industry-United Steel 
1959's principal labor-man- 


How Unions-Management Will Bargain in 1959 


INDUSTRY 


CONTRACT DEADLINE 


UNION 


PROBABLE DEMANDS 


Telephones 


February (N. J. Bell and 
Chesapeake & Ohio; other 
Bell negotiations through- 
out the year) 


Communications Workers 
(about 11,900 members) 


10¢ an hr., higher pensions, 
paid health insurance, longer 
vacations. 


Textiles 


April (starting with Berk- 
shire-Hathaway) 


Textile Workers (initial con- 
tracts cover about 5,600 
members) 


5¢ an hr. minimum. 


Rubber 


April (Big Four rubber com- 
panies) 


Steel 


June (U. S. Steel and all 
other basic steel producers) 


June (Sinclair) 


United Rubber Workers 
(94,200 members affected) 


“Substantial” wage increase 
(fringes negotiated in 1958). 


United Steel Workers (about 
500,000 involved in pace- 
setting talks) 


Big pay boost, shorter work 
week, severance pay, longer 
vacations. 


Oil, Chemical & Atomic 
Workers (about 10,000 mem- 
bers) 


25¢ an hr. 


Lumber 


June (Southern California 
Lumber) 


Carpenters (about 10,000 


members) 


5¢ an hr. plus. 


Aluminum 


Mining 


Shipbuilding 


July (all major producers) 


U.S.W. and Aluminum Work- 
ers (30,000 membership) 


Key contract demands pat- 
tern steel industry proposals. 


July (Anaconda, Kennecott, 
other producers 


Mine, Mill, and Smelter 
Workers (about 60,000 mem- 
bers) 


Hefty wages, share-the-work 
fringes against unemploy- 
ment. 


July (Bethlehem) 


Marine and _ Shipbuilding 
(12,000 members) 


15¢ an hr., welfare fringes. 


Railroads 


October (Class | railroads) 


Rail brotherhoods (about 
1,000,000 operating and 
non-operating members in- 
volved) 


Wage increases, working 
rules adjusted to labor-sav- 
ing equipment. 


Trucking 


December (Motor Transport, 


Philadelphia) 


Teamsters Union 


10¢ an hour minimum. 
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Materials Management—Today s Problem 


ou can get into a pretty good argument these days if you have strong 

feelings on the question: Is materials management good for purchasing? 

Like most such questions this one does not have a “pat” answer. Whether 
your stature as an executive would be increased or decreased by your com- 
pany’s adoption of the materials management concept is something only 
you can answer. There are cases where purchasing agents have acquired top 
management status with the advent of materials management. In other 
cases, materials managers have been choosen from other ranks, and the role 
of the purchasing agent remains status quo. 

We have heard conflicting reports about materials management. We have 
heard some say purchasing agents should actively fight against it becoming 
a realty in their company. We have heard others say that purchasing 
agents had better get on the materials management bandwagon or they'll 
get lost in the shuffle. 

We belicve neither of these theories. 

Materials management is not a new concept but as one purchasing agent 
explained it, it’s today’s most popular “buzz” word. 

Like most management concepts it has strong points and weak points. 
If the strong points fit the need of a particular company, that company would 
be foolish not to explore the possibility of appointing a materials manager. 

The purchasing agent is in an ideal position in most companies. He 
is a top candidate for the post of materials manager. However, for any 
purchasing agent to think that he has a wide open road to the job is to 
delude himself. There will be other men, traffic managers, production 
managers, to name two, who also may be desirous of moving into any new 
position created by the company. 

We are not advocating that all purchasing executives embrace the 
materials management concept. We do know for certain though that every 
purchasing executive should learn everything he possibly can about the 
subject. 

He should know not only what materials management is and what the 
broad general benefits claimed for it are, he should also know what mate- 
rials management is not. He should know what its shortcomings are. 

To provide this information, PURCHASING WEEK editors have taken a long 
hard look at the concept and have come up with an authorative article that 


will put you on the right track to discussing materials management whether 
you favor it or are opposed to it. 


You'll find the complete report on page 12. 


What's Ahead for You in 1959 


This is the time of year when most of us look over last year’s records, 
scratch our heads, and wonder—sometimes even aloud: 

“How will things go this year? What should I do?” 

It would be nice if you could look into a crystal ball and come up with 
the answers. We haven’t a crystal ball but P.W. editors have explored the 
many avenues that will affect your activities this year and report on them 


in this first 1959 issue. You'll find everything is geared to “What’s ahead 
for you.” 
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What do you feel is the most important trend in th 


J. R. Hairgrove, District 1 
Braun Chemical Co., Division of Van Waters & 
Rogers, Inc., Los Angeles 


“I feel that the management and control of 
inventories is the most important trend. Surveys 
indicate that more and more purchasing agents 
are realizing the fact that this is a logical and 
natural responsibility of the purchasing depart- 
ment. This field of inventory control offers one 
of the most fertile areas for contribution to profits 
by purchasing. I am not talking about speculative 
profits from inventory, but I am talking about 
profits through better control of quality and 
quantities. It is tied directly in with the subject of 
management which we so often discuss. 

“The National Association of Purchasing Agents offers its members a tre- 
mendous amount of assistance in this field through the many publications including 
the brand new one ‘Inventory Management of Purchase Materials,’ prepared 
by the National Committee of Education, assisted by Prof. Howard L. Timms of 
Indiana University. 

“The N.A.P.A. Education Sub-committees, which are working on daia process- 
ing and automation, also tie in directly with this subject of inventory control. 
I am sure that the manufacturers of this electronic equipment will more and 
more adapt the use of this equipment to the control of inventories. 

“This parade of inventory control is mechanized, and purchasing executives 
cannot hope to keep up with it by walking. I consider it vital that every one 
in the purchasing profession keep up to date by reading everything that is published 
regarding this important and fast-moving field.” 


F. R. Bradley, District 2 
Southern Union Gas Co., Dallas 


“Expansion of companies, improvements in 
materials, changes in transportation, better com- 
munications, and the steady undergirding pro- 
vided by the National Association of Purchasing 
Agents, all point up to a growth in stature of 
the men who hold purchasing positions today. 
The trend in purchasing, as I see it, is toward 
better men on the job—men who merit the 
greater respoxsibility being placed on them. This 
trend will continue at an accelerated pace.” 


W. M. Davis, District 3 
Macomber, Inc., Rock Island Steel Division 
Rock Island, Il. 


“There are many factors changing the trend 
of the purchasing profession today. Some of us 
are affected by all of them; some by a few. In 
many small businesses, mechanization, value 
analysis, standardization and the like are having 
very little effect on company habits. In the larger 
companies it is my personal belief that stand- 
ardization is one of the most important trends 
in our favor for ease of buying. There is much 
time and effort, as well as money, to be saved 
both for yourself and your company if you can 
incorporate a workable and effective standard- 
ization program in your plant. 

“There are several trends that could be considered the most important. This, 
I believe, is determined by the application they have to each particular type of 
business. Value Analysis certainly has its place in the picture also. 

“However, with all due consideration, I personally believe that our present 
education program will have the most effect on our progress as a group in the 
long run. Education doesn’t mean going back to college, but it does mean 
application and learning perpetuated by our own desire for advancement. As 
we all know nothing can surplant experience, but in today’s fast travelling world 
it is evident that we must have more background if we are to bring the purchasing 
profession into the limelight and to the table of top management.” 


R. T. Stark, District 4 
Burroughs Corp., Detroit 


“Value analysis seems to be the most im- 
portant trend today among purchasing people. 
While this is not a new subject, the importance 
placed on this today by industrialists reflects the 
attitude of management on the part that purchas- 
ing should play in the profit making of their 
companies. Many purchasing people have prac- 
ticed value analysis techniques for many years 
under the guise of other names. They are just 
now becoming recognized and acknowledged as 
a part of an overall company team effort. It’s a 
part of purchasing’s growing up and recognizing 
its responsibilities and having its responsibilities 
recognized.” 


Asks N.A.P.A. Vice Presidents . . . 


purchasing field today? 


J. G. Brandamore, District 5 


General Electric Co., Scranton Tube Plant 
Scranton, Pa. 


“VASCO is our answer to purchasing. The 
now combined Value Analysis-Standardization 
Program goes hand in hand to solve many of 
our problems. Each one needs the other to 
improve our departmental buying. It also gives 
us an Opportunity to show management the im- 
portance of purchasing in the operation of the 
business. The purchasing agent who indoctrinates 
and motivates this theory can surely promote 
profits for his company.” 


T. R. Thompson, District 6 
Aeroproducts Operations, Allison Division, 
General Motors Corp., Dayton 


“Professional education in purchasing is mov- 
ing forward rapidly. The principles and tech- 
niques of sound purchasing are necessary to keep 
a steady flow of materials and supplies at the 
most economical cost. The routine procedures 
of purchasing are policies based on fundamental 
economic factors, developed by individuals with 
varied or broad backgrounds. 
“Today’s purchasing individual is above the 
average because of participation in local meet- 
ings of the N.A.P.A., the pre-meetings, ‘swap- 
shop sessions,’ seminars and conferences, night 
classes at local colleges and plant training pro- 
grams, not forgetting the literature, books on purchasing, and purchasing publi- 
cations, have been very helpful in fulfilling the ‘desire’ to become ‘better informed’ 
on how to do a better job. More progress is being made in the material manage- 
ment field because men are better qualified as the result of education.” 


J. E. Clark, District 7 
Gulf Oil Corp., Atlanta 


“The most important trend in the purchasing 
field today, in my opinion, is value analysis, plus 
standardization. Because of constant increasing 
prices, the buyer must analyze all purchases in 
order to secure the best value in materials at 
the lowest possible cost. Also by practicing 
standardization many ‘special’ items can be 
eliminated, which in turn will reduce the net costs, 
thereby creating certain profits for the buyer’s 
company.” 


J. D. Chesney, District 8 
F. C. Huyck & Sons, Kenwood Mills 
Rensselaer, N. Y. 


“The most important trend in the purchasing 
field today is toward education. Progressive and 
alert purchasing men recognize they must de- 
velop themselves and their associates to do a 
better job in order to qualify for the place on 
the management team they so richly deserve. 
This requires constant study of new techniques, 
new approaches, new products, new suppliers 
and a thorough knowledge of market conditions 
affecting the availability and price of their major 
purchases. These men are demanding more and 
more help from the National Association of 
Purchasing Agents in the education field, and 
N.A.P.A., through its education committee, is developing programs which will 
answer this need.” 


A. L. MacLean, District 9 
Stanley Home Products, Inc., Easthampton, 
Mass. 


“In my opinion value analysis and the use of 
standards are the most important trend in pur- 
chasing today. I feel this way particularly be- 
cause many companies are feeling the pinch 
where profits are concerned. They will discover 
that through their purchasing departments, if 
given the right cooperation from engineering and 
others concerned, they can, through value 
analysis and standards rather than specials, get 
back many of these dollars that are now being 
spent unnecessarily. A buyer’s greatest responsi- 
bility is to get full value for every dollar spent.” 
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How to Get More Out of This Issue 


Use It to Guide Your Year Ahead 


This issue is designed to give readers 
a directional indicator for 1959. It is 
not accurate enough to be a map which 
would have to be accurate to the smallest 
turn and curve. But it can and will guide 
you through the coming year if used cor- 
rectly. 

You will notice at the top of many 
articles a line reading: “The year ahead 
in ” This indicates the story 
is the staff's best judgment on this field. 
And stories cover such points as prices, 
business, transportation, materials man- 
agement, research, technology, labor, 
Congress, etc. 

Naturally, you are interested in 
whether these are random guesses by a 
group of editors sitting around a table or 
are they sound enough to follow. 

They are sound enough to follow be- 
cause they are not guesses. They are 
forecasts based on surveys, studies and 
interviews, by PURCHASING WEEKk’s 17- 
man editorial staff. 

Work started on this issue weeks ago. 


It didn’t end until last Tuesday. In be- 
tween the editors were in constant con- 
sultation with the experts in each field 
covered. 

To get the most out of these articles, 
read them slowly. Take this attitude: If 
these forecasts are true, these things will 
happen in my company or business. If 
they happen, I will have to take this 
action. 

This forewarning will give you all the 
time you need to think and plan ahead. 
For example, our prediction is that taxes 
will not be cut. If you have done any 
planning based on lower taxes, forget it. 
What is more, taxes on gasoline are likely 
to rise. This can change your shipping 
costs. Perhaps just a little, but still a 
change. 

A full page is devoted to advances in 
technology. Should you be looking into 
these developments? There is no better 
time than now to start looking. 

If you attack every story this way, the 
coming year should prove easier for you: 
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Non-slip, non-jam operation. PASTED with Balti- 
more’s new methods and equipment for trouble-free 
performance in any typewriter, office or tabulating 


machine. 


It is no longer necessary to accept stapled forms. 
Baltimore Business Forms’ new 4, 5 or 6 part pasted 
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The Year Ahead in Materials Management 


As Management Tries to Wring More Profits Ou 


Purchasing’s Intimate Knowledge of All Plant 
Functions Makes It the Ideal Control Point 


Complete management of ma- 
terials as diagrammed above is 
not a new concept. It is the same 
thing Ralph Davis in his 1928 
edition of Industrial Organization 
and Management called “the sup- 
ply function.” But responsibility 
for this overall supply function 
was delegated to various groups 
as industrial management grew 
more ccemplex. It seemed impos- 
sible to keep control in one sec- 
tion. 

But four things today are re- 
versing that trend: 

© Low profit margins 

® Good procurement perform- 
ance 

¢ Automated manufacturing 

© Computers and automation 
in the office. 

In looking for ways to reduce 
costs in a low profit economy, 
management is taking a close 
look at the best place to wring 
out extra pennies. First, materials 
account for 52% of the product 
cost in the average company, and 
in some cases it may be as high as 
85%. Any savings here through 


management of materials will 
boost the profits more than any 
other improvement. 

Second, attention focused on 
material procurement through the 
increased recognition of the pur- 
chasing function highlights the 
close relationship of other func- 
tions in the plant, previously dis- 
associated from the purchasing 
department. 

Third, as the rapid processing 
of information takes hold in 
plants through computers and 
I.D.P., the role of materials pro- 
curement, planning, scheduling, 
and transportation becomes 
closer related. This is especially 
true as manufacturing methods 
are automated too. 

To improve the profit picture, 
management and its consultants 
have already wrung most of the 
pennies from such areas as pro- 
duction efficiency, material han- 
dling, and employee training. The 
biggest untapped area left is ma- 
terials. 

As materials (raw and in proc- 
ess) flow through a plant, respon- 


sibility under conventional con- 
trol shifts back and forth. With 
each shift there is a chance for 
profits to leak away. Companies 
are now correcting this by placing 
full responsibility for all materials 
under one person. 

This person may be called 
“material manager” as in many 
of the airplane plants or “man- 
ager of planning and procure- 
ment” in others. Though the 
name of the department manager 
may not always be the same, nor 
his exact duties (as in procure- 
ment) the same, the trend is to 
unify the management of all ma- 
terials—raw, in-process, and 
finished goods. 

Some have had M.M. for 
years, though not labeled by that 
name. Wheelock Signals, Inc., 
in Long Branch, N. J., is one ex- 
ample. 

J. E. Gould is purchasing agent 

production control manager. 
He is charged with inventory con- 
trol, purchasing, traffic, and pro- 
duction control. All of these 
duties he has had for the past ten 
years. 

He establishes manufacturing 
man-hour requirements based on 
sales orders and materials on 


hand. He also levels production 
by scheduling stock item produc- 
tion runs to fill finished good 
shelves. He serves as direct liai- 
son between sales and purchas- 
ing. In some cases he even has 
been able to have sales forecasts 
projected farther out when lead 
times have been longer on certain 
materials to protect the produc- 
tion and shipping schedules for 
which he is responsible. 

As Gould says, “My job is to 
say when production jobs are to 
be done, not who is to do them. 
Production foremen still super- 
vise labor and make labor assign- 
ments. My responsibility is for 
the materials we use.” 

In checking with men involved 
in the overall management of 
their company’s materials, PUR- 
CHASING WEEK found that M.M. 
resembles procurement; the scope 
of the job depends on the com- 
pany, the man, and the industry. 

Typical comments received 
were: 

“‘M.M. means consolidating in 
one division management of all 
functions concerned with ma- 
terials—traffic, shipping, receiv- 
ing, purchasing, storage, inven- 
tory control, materials handling, 


subcontracting and 
posal.” 

“Whereas procurement is lim- 
ited to purchasing, materials 
management includes not only 
purchasing but inventory control 
and others for economic utiliza- 
tion of material.” 

“This concept has to do with 
controlling flow of materials from 
the time of need until the finished 
product goes out the back door. 
Procurement is just one link in 
the chain.” 

Men who practice this concept 
of M.M. stress that purchasing is 
not materials management. Nor 
is procurement as used by some 
to denote something different 
from purchasing. 

Procurement in the broadest 
sense—especially in those com- 
panies with an extremely capable 
P.A.—may include stores, in- 
spection, warehousing, purchas- 
ing, value analysis, inventory 
control, and even traffic. 

But there is one thing separat- 
ing procurement and materials 
management: the scheduling of 
materials (on the plant floor or 
in the vendor’s shop). When re- 
sponsibility for production plan- 
ning is united with procurement, 


scrap dis- 


Experts on Purchasing in Many Industries Endorse Appointment of Materials Managers and Ei 


Stewart E. Lauer, Jr. 

Manager Purchases and 
Traffic 

Transformer Division 

Westinghouse Electric Co. 


“Materials management is most beneficial in 
those companies where there is a close correla- 
tion between rate at which materials are pro- 
cured and the rate they are consumed in 


manufacturing.” 


Lamar Lee, Jr. 


Professor Business 


Management 


Stanford Graduate School 


of Business 


“The savings of good purchasing can easily be 
dissipated by inadequate inventory control poli- 
cies. Poor materials planning can increase the 
cost of expediting; improper scheduling can 
cause delays in production.” 
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Warren J. Nichols 
Material Manager 
Ryan Aeronautical Co. 


“Procurement is just one factor of material man- 
agement. The concept of material management 
has to do with controlling the flow of materials 
from the time of need until the finished product 
goes out the back door.” 
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of Materials, P.A. May Find 


it is one form of materials man- 
agement. And when, as_ at 
Wheelock Signal, J. E. Gould is 
responsible for production con- 
trol too, it is a stronger form of 
M.M. 

If a company is organized so 
that one man is responsible for 
materials all the way through the 
plant, as illustrated in the lower 
chart above, the company is prac- 
ticing materials management. 

Clift Mack when he was with 
General Services Administration 
told a group of purchasing agents: 
“In industry you call it materials 
Management; in government we 
call it supply management.” 

At a recent conference in At- 
lanta, government agencies in- 
terested in supply management 
heard this definition: “Supply (or 
material) management is a spe- 
cialized science, not just con- 
cerned with providing the most 
economic and efficient method of 
procuring supplies, materials, 
and equipment. It is also con- 
cerned with obtaining the most 
economical use and benefits of 
property through adequate ac- 
countability, maintenance, utiliza- 
tions, and disposal practices.” 

This view regards materials 


management as efficient use of 
those assets of a company called 
material, as though they were the 
company’s dearest assets. In 
most cases they are. 

Dave Upton, director of pur- 
chases for the St. Joseph Division 
of Whirlpool Corp. perhaps puts 
it best: “Procurement of materials 
must be tied into proper schedul- 
ing, receiving, and inventory of 
this material. Control of in- 
vestment money used for inven- 
tory is now a very large factor in 
profit responsibility.” 

How does M.M. contribute to 
profit: 

Jack Gould of Wheelock Sig- 
nal points out that despite con- 
siderable growth of his company, 
he manages his various functions 
today with the same number of 
employees that he had ten years 
ago. 

“Starting six years ago I les- 
sened the purchasing load by in- 
stalling an E.O.Q. (Economic 
Order Quantity) program. Next, 
I broke down our product ma- 
terial requirements into 32 groups 
based on manufacturing proc- 
esses. From there it was rela- 
tively easy to coordinate manu- 
facturing with material require- 


ments. I don’t think we could 
have matched production needs 
with available material so well if 
we had had two separate heads 
of purchasing and _ production 
control. We would also have 
more people running two groups 
today—duplicating and planning 
identical work.” 

Materials management may be 
likened to the connecting link in 
a closed control loop, with engi- 
neering at one end and sales at 
the other. Without the inde- 
pendent feedback through ma- 
terials management, all market 
changes must move upstream 
through sales, distribution, pro- 
duction, inventory control until 
at last they reach procurement. 
By this time it is too late to avoid 
waste, excess inventory, correc- 
tive production shutdowns, and 
cancelled purchase orders. 

As one central funnel for all 
information on materials, M.M. 
can relate all changes (market, 
product mix, engineering changes, 
material shortages, etc.) into 
gradual alterations in production 
schedules. The whole operation 
can “roll” with any sharp blow 
instead of being stopped dead in 
its tracks. 


KEY TO MATERIAL MOVEMENT 


1. Need Determination 


2. Material Selection 


3. Source Selection 


. Procurement Negotiation 
. Vendor Order Placement 


. Vendor Expediting 


. Receiving 
. Storage 


. Inventory Control (Raw Matl.) 


. Salvage 


. Release to Production 

. Man-Machine Scheduling 

. Production Routing 

. Production Expediting 

. Inventory Control (S.F. Matls. & Finished Goods) 
. Production (including product pkg.) 

. Inspection (or Q. C.) - 


. Packing 
. Distribution 
. Shipment 


One of the best examples of 
poor feedback between market 
demand and production plans 
happened at Chrysler Corp. sev- 
eral years ago before a group was 
set up to plan and integrate ma- 
terial requirements. Plymouths 
were popular, but only 4-door 
sedans were produced. Cus- 
tomers wanted station wagons 
and convertibles. This change in 
market demand was not realized 
until the pipelines were clogged 
with too many unwanted 4-door 
sedans. As a result, even Joyal 
Plymouth buyers turned to com- 
petitive makes to get what they 
wanted. 

Good management of ma- 
terials increases profits by deliv- 
ering products in the shape the 
customer wants, when he wants 
them. But M.M. can help in 
other ways too. These are: 

e Reduce waste and surplus. 
With procurement and inventory 
operating under one man, tight 
material control will avoid waste. 

e Unused and unneeded inven- 
tory will not tie up dollars needed 
for productive purposes. 

© Streamlined top management 
will be more effective. If one man 
can be contacted for all materials 


. Material Handling 
. Salvage (S.F. & Fin. Goods) 


His Field Broadened 


problems, top brass can devote 
time to other important problems. 

© Production line of efficiency. 
One man control of procurement, 
inventory, and production plan- 
ning will eliminate stockouts and 
line-outs. 

e¢ Optimum inventory control. 
Instead of several departments 
sharing responsibility for raw 
materials (purchasing), in-process 
(production control), and finished 
goods (shipping), overall manage- 
ment of all types of inventory 
treats them as investments not 
expenses. 

As Lamar Lee of Stanford 
Graduate School of Business 
stated to PURCHASING WEEK: 

‘Management concentrates tal- 
ent and money in those areas of 
business that offer comparative 
advantages. For the past century, 
improvements in manufacturing 
processes and methods consti- 
tuted the areas of greatest com- 
parative advantage. Greatly im- 
proved profits were available to 
those firms that could im- 
prove them. Circumstances have 
changed. Old areas have yielded 
to new ones. Materials now 
represent a much larger portion 

(Continued on page 14) 


asize Their Importance to More Economical and Profit-Making Operations 


W. G. Doran 
Director of Materiel 
Douglas Aircraft 


“By lumping all material functions under a 
single director who coordinates the activities, 
delays and duplication can be eliminated. This 
means a more economical operation.” 
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David F. Upton 


Director of Purchases 
St. Joseph Division 
Whirlpool Corporation 


“Procurement of materials must of necessity be 
tied into the proper scheduling, receiving, and 
inventory for control of profit. Control of in- 
vestment money for inventory has become a 
very large factor in profit responsibility.” 


Purchasing Week 


tremely valuable 


Frank L. Dobbins 
Director of Materiel 
Boeing Airplane Co. 


“Automation in the office (electronic data pro- 
cessing) gives materials management an ex- 


tool. It can help eliminate 


duplication, help get answers faster to all kinds 
of questions on materials management.” 


P.A. May Find His Field Broadened 


(Continued from page 13) 
of cost. As a result, management 
effort is now concentrating on 
them.” 

What kind of companies can 
profit from M.M.? 

Many small companies already 
use this single management of all 
materials. As Dave Utpon 
(Whirlpool) told P.W.: “No doubt 
in many small companies, ma- 
terials management has been in 
effect for some time due to lack 
of manpower. But larger com- 
panies are adopting it in order to 
place responsibility under one 
person instead of through the 
committee approach. Large mass 
producers can probably benefit 
most from this.” 

(Two divisions of Whirlpool 
Corp. are now operating with 
materials managers having board 
supervision of procurement, pro- 
duction control, and traffic.) 

The two giants of the electrical 


field—-General Electric and West- 
inghouse—are examples of large 
companies using materials man- 
agement. Of their some 40 
“profit centers”, Westinghouse 
has materials managers in about 
half. With one exception, though, 
production control has remained 
with manufacturing, with traffic 
and inventory control falling to 
the material manager. (Andrew 
Kennedy, vice president of pur- 
chasing and traffic, heads up a 
new N.A.P.A. subcommittee on 
M.M.) 

Stewart Lauer, manager of 
purchases and traffic at Westing- 
house’s Sharon, Pa. transformer 
plant, points out how large com- 
panies can profitably use M.M.: 
“By having purchasing and traffic 
under one head, many joint cost 
reductions have been made 
through developing pool trucks, 
stop-offs, coordination of out- 
bound and inbound shipments. 


Having inventory control and 
purchasing under the same head 
has many times stimulated buyers 
to arrange stocking programs 
with suppliers. This has substan- 
tially cut carrying charges on 
total inventory, liberating cash 
for more productive corporate 
use.” 

At General Electric production 
control is part of the materials 
management job. M.M. was ac- 
cepted as a company concept in 
1955, though some of the decen- 
tralized departments may still not 
have an appointed materials man- 
ager. 

But one of the most successful 
practitioners of materials man- 
agement at G.E. is Jack Walter 
in the television receiving depart- 
ment in Syracuse. 

Why isn’t M.M. used by more 
companies? 

“The real value of materials 
management may not be realized 
for another five years,” one man- 
agement consultant told P.W. 
“Right now it is a sleeper despite 


the many reasons why it should 
concern many company presi- 
dents.” 

Two main reasons have kept 
top management from exploiting 
the profit potentials of M.M. The 
top man may be sales oriented 
and not appreciate the importance 
of good materials management in 
the total product cost. 

Or, even if interested the man- 
ager may shy away from it be- 
cause he can’t understand it. He 
has no way of evaluating per- 
formance of the group charged 
with responsibility for materials. 

“You can’t control it if you 
can’t measure it. But once man- 
agement finds a real performance 
yardstick for procurement and 
other materials management func- 
tions, watch the rapid spread of 
this concept,” another manage- 
ment consultant confided to 
PURCHASING WEEK. 

Another reason why materials 
Management as an _ operating 
reality has not been more widely 
recognized is its confusion with 


other subordinate responsibilities. 
As Cooper Gwin, director of ma- 
terial for McCulloch Motors in 
Los Angeles, phrases it: “Not 
enough people have been exposed 
to it to know what it is.” 

In talking with people both in 
and out of purchasing, P.W. edi- 
tors find that materials manage- 
ment is confused with the follow- 
ing: 
Materials handling 

Inventory control 

Production control 

Purchasing or procurement 

Production planning. 

But it is not one of these. It is 
all of them—and more. 

Material managers in the air- 
craft field do not feel there is 
much misunderstanding about 
this concept in their industry be- 
cause it has been used for years. 

“Prime aircraft manufacturers, 
including our company, put the 
system into effect as far back as 
1940,” reported W. G. Doran, 
director of materiel for Douglas 
Aircraft in Santa Monica. “But 
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one misconception that still exists 
in some aircraft companies is that 
the materials manager ought to 
report to the controller’s office.” 
(Doran reports to the senior vice 
president.) ‘More recent entries 
in the defense business,” Doran 
comments, “are simply following 

a pattern that has already proved 
effective.” 

Entry of more companies into 
defense business may speed adop- 
tion of materials management. 
When a company is doing work 
for Uncle Sam, using his ma- 
terials, one of the easiest ways to 
keep track of them is to assign 
one person to the job. 

Automation in the factory and 
the office and materials manage- 
ment will grow together. As 
Lamar Lee points out: “Purchas- 
ing’s interest in M.M. will in- 
crease as automation increases 
the importance of materials in 
company costs. Because of the 
exorbitant expense of production 
delays in an automatic plant, 
there will be closer cooperation 
between those involved in ma- 
terials. Office automation will 
readily permit efficient central- 
ized control.” 


Where does purchasing fit? 


“If I were going to staff an 
M.M. department, I would look 
three places for the top man. Dis- 
regarding individual abilities for 
the moment, I would look into 
production control, purchasing, 
and traffic.” 

This is how one director of 
purchase and traffic who has ma- 
terial managers in his company 
phrases it. 

Dave Upton of 
answers it this way: 

“The main advantage of ma- 
terials management is to place 
responsibility for this important 
function under the leadership of 
one person. Depending on this 
person, purchasing can be either 
strengthened or weakened in its 
responsibility to management.” 

From his vantage point of 
years in Navy procurement and 
in some recent purchasing re- 
search studies, Lamar Lee says, 
“Purchasing is the vital hub of 
materials control and is destined 
to play an increasingly important 
role in management. This is why 
purchasing should lead the way 
by consolidating materials man- 
agement. Purchasing should be 
prepared to take over a materials 
department; otherwise, some 
other department will.” 

Joe Burkheiser, Thompson- 
Ramo - Wooldridge, Portland, 
Mich., is an example of material 
managers who come _ through 
other departments than purchas- 
ing. He was production control 
manager for several years, always 
sending in monthly breakdowns 
to the central purchasing office in 
Detroit of material needed. When 
the Michigan Division decided to 
decentralize purchasing early this 
year, Joe Burkheiser was handed 
the job. He now holds a title of 
production manager-purchasing 
agent. 

Ralph Lanz, Keasbey-Matti- 
son, Ambler, Pa., came from a 
background other than purchas- 
ing when his company created a 
new post of planning and pro- 
curement, he had been produc- 
tion control supervisor. 


Whirlpool 


Will automation speed adoption 
of M.M.? 


As purchasing departments 
become more involved in auto- 
matic handling of detailed, re- 
petitive information, they find 
themselves working closer with 
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inventory management and pro- 
duction scheduling. 

Frank L. Dobbins, director 
of material, Boeing Airplane, in 
Seattle, reported to P.W.: “Auto- 
mation in the office gives ma- 
terials management an extremely 
valuable tool. It helps eliminate 
duplicate records, makes it possi- 
ble to get answers faster to all 
kinds of questions on materials 
management. Inventory control 
is much closer.” 

As the use of electronic com- 
puters spreads, materials man- 
agement is encouraged. Ma- 
chines capable of digesting 
voluminous paperwork and pro- 
gramming it for low order deci- 
sions permit complete manage- 


ment of materials 

department. 

One company using com- 
puters in its plants already is 
turning out the following up-to- 
date reports, available on a few 
moments notice: 
Production Control 

Tardy purchase 
list. 

Shipping instructions. 

Prepared purchase 
tions. 

Quality Control 
Vendor delivery performance. 
Vendor quality rating. 

Inventory Control 
Purchase orders automatically 

issued when minimum quantity 

reached. 


by one 


requisitions 


requisi- 


Overall inventory status. 

Order status report. 
Purchasing 

Purchase order status. 

Vendor notification of past 
due items. 

Past due items for each buyer. 

Cost fluctuation reports. 

In the automated company of 
today, the electronic computer 
is the heart of control. As new 
orders feed in, materials can be 
determined, ordered, materials 
and labor requirements allo- 
cated, production and delivery 
scheduled, bills sent out, pay- 
ments made, and changes in mar- 
ket demand forecast. The com- 
puter can supply top manage- 
ment daily with accurate reports 


of any changes which require 
top management decision. 

Sperry Gyroscope in Long 
Island is one example of a com- 
pany managing inventories with 
a computer. By using one of its 
own Univac’s, its manufacturing 
control section automatically 
manages an inventory of 8,000 
items. The Univac decides when 
to reorder parts, how many to 
buy. Requisitions are printed 
complete with receiving and 
routing instructions. The com- 
puter also examines the com- 
pany’s position on each requisi- 
tion, weighing stock on hand 
against known use rate, procure- 
ment lead time, etc. It can even 
print rush on the order. 
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and translated it into modern trans- 


is fast, safe and economical. 


Through a continuing study of major markets in the 


country, we have set up a single-line service system 


that has proven itself to be the shortest path between 


low costs and swift, safe delivery of the commodities 


you order. Call the Roadway terminal nearest you, or 


write our home office in Akron, Ohio for a map and 


data about shipping points from which you can get 


fast single-line service by specifying “Roadway” on 


your purchase orders. 
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Roadway’s terminal in Akron, Ohio is pres- 
ently adding an extension of 12,000 square 
feet... 
the dock from 40 to 69 doors. 


increasing accommodations on 
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ALABAMA 
Anniston 
Birmingham 
Gadsden 
Montgomery 
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Bridgeport 
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Atlanta 
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LaGrange 
Savannah 

ILLINOIS 
Chicago 
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Evansville 
Indianapolis 
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KENTUCKY 
Louisville 

MARYLAND 
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Baltimore & Washington 
D.C. area 
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MICHIGAN 
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Flint 
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Saginaw 
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Wilson 
OHIO 
Akron 


Dayton 
Lima 
Toledo 
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Kansas City 
St. Louis 
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Bound Brook 
Kearny—serving 
New York area 


New York City— 
served by Kearny, 
N.J. terminal 
Rochester 
Syracuse 

NORTH CAROLINA 
Charlotte 
Fayetteville 


Winston-Salem 


Cambridge 
Cincinnati 
Cleveland 
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OKLAHOMA 
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Tulsa 
PENNSYLVANIA 
Erie 
Harrisburg 
Philadelphia 
Pittsburgh 
RHODE ISLAND 
Providence 
SOUTH CAROLINA 
Columbia 
Charleston 
Greenville 
TENNESSEE 
Chattanooga 
Knoxville 
Maryville 
Memphis 
Nashville 
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Amarillo 
Dallas 
Ft. Worth 
Houston 
San Antonio 
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WASHINGTON, D.C. 

Served by Laurel, 
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Milwaukee 
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High-Pressure Fuse Holders \ Cn J x5 card, 


Line of quick-make quick-break 
(QMQB) fusible switches and panelboards 
come in three sizes and are available in 
ratings from 30 through 1,200 amp., 250 
and 600 v. Fusible switches have visible 
blades for maximum safety; deionizing 
arc quenchers for cool, fast interruption; 
and integral handle mechanism. Contacts 
are of silver alloy insuring positive con- 
nections and reducing wattage loss. Panel- 
boards have fast trim installatign and ad- 
justment, and convertible assembly. 

Price: from $56 (switches), from $86 
(panelboards). Delivery: immediate. 

Federal Pacific Electric Co., 50 Paris ‘ 
St., Newark, N. J. (P.W., 1/5/59) 


Megohm Bridge 
Battery Operated 


Ultra high resistance standard 
bridge is for precise measure- 
ments up to 110 million meg- 
ohms. Accuracy is better than 
0.2% up to 10'* ohms. Test 
potential is continuously vari- 
able up to 1,000 v., which per- 
mits accurate voltage coefficient 
analysis of components. Set of 
nine plug-in laboratory standard 
resistors and a battery supply in 
matching oak case are standard. 

Price: $2,985. Delivery: 60 
days. 

Mid-Eastern Electronics, Inc., 
Springfield, N. J. (P.W., 1/5/59) 


Operation Monitor 
Electric Writing 


100 channel operation 
monitor records, simul- 
taneously, up to 100 sepa- 
rate and distinct operations 
and events on a moving 
chart only 12 in. wide. 

Price: about $5,500 to 
$7,000 (depending on cus- 
tomers’ requirements). De- 
livery: about 90 days. 

Brush Instruments, Divi- 
sion of Clevite Corp., 37th 
and Perkins, Cleveland 14, 
Ohio. (P.W., 1/5/59) 


Milling Machine 


Offers Hydraulic Feed 


Hydromill milling machine 
system has only three main parts. 
This offers quick service and 
provides change over on feeds 
in less than a minute. Mill in- 
cludes a table with a working 
surface of 8x25 in., longitudinal 
table travel of 12 in., and a 
transverse table of 8 in. Ma- 
chine is flexible for different 
combinations of feeds. 

Price: $3,950. Delivery: 60 
days. 

Northern Illinois Machinists, 
Crystal Lake Rd., McHenry, Iil. 
(P.W., 1/5/59) 


Purchasing Week 


Drum Switch 
Self-Centering Handle 


Type DR drum switch is used for 
across-the-line starting and _ reversing 
of ac. polyphase squirrel cage motors. 
It may be used also with single phase 
motors built for reversing duty, and dc. 
shunt, series, and compound motors. DR 
drum switch has easy-to-read name 
plate, easy conversion from maintained 
to momentary contact, fully visible and 
easily replaceable heavy silver-plated 
contacts, easy-to-wire terminals, and in- 
sulation barriers between contacts. 

Price: $11. Delivery: immediate. 

Arrow-Hart & Hegeman Electric Co., 
Hawthorn St., Hartford 6, Conn. (P.W., 
1/5/59) 


Photocopier 
High-Speed Unit 


Transcopy Star offers 
fast exposing and process- 
ing travel speed. It exposes 
an 11 in. document in 3 sec. 
and processes it in only 8 
sec., total travel time of 11 
sec. Over-all dimensions are 
22-in. length, 14 in. width, 
5 in. height, and 9% in. 
throat width. 

Price: $219.50. Delivery: 
immediate. 

Remington Rand Divi- 
sion, Sperry Rand Corp., 
315 Fourth Ave., New York 
10, N. Y. (P.W., 1/5/59) 


Vacuum Pumps 


Handle Large Volume Loads 


Model 1710 mechanical 
booster vacuum pump operates at 
fast pumping speeds in the pres- 
sure range from 10 microns to 
1 millimeter. Model 1710 has a 
maximum pumping speed of 
1,050 cfm. and is capable of an 
ultimate vacuum below % mi- 
cron. 

(Price: $5,600 (Model 1710) 
to $18,530 (other models). De- 
livery: immediate. 

Vacuum Equipment Division, 
F. J. Stokes Corp., 5500 Tabor 
Rd., Philadelphia 20, Pa. (P.W., 
1/5/59) 
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Paper Cutter and Trimmer 
Handles Multiple Cuts 


Kutrimmer is a combination 
paper cutter and trimmer which 
cuts up to 50 sheets of paper in 
one operation. Kutrimmer has a 
measuring device for multiple 
cuts, a front gage with paper sup- 
port for convenient cutting of 
single sheets, and a hand clamp 
which can be swung aside in sec- 
onds when necessary for special 
cutting. Available in three sizes. 

Price: from $49.50. Delivery: 
immediate. 

Michael Lith Sales Corp., 143 
West 45th St., New York 36, 
N. Y. (P.W., 1/5/59) 


Steam Cleaner 


Electrically Heated 


All electric Model E-350 
Hypressure Jenny cleans and 
sanitizes in areas. where 
fumes, smoke, or excess 
water is objectionable. Elec- 
trically powered steam 
cleaner prevents flash rust- 
ing of machinery or equip- 
ment, and imparts a like-new 
gloss to painted surfaces. 

Price: $996. Delivery: im- 
mediate. 

Homestead Valve Mfg. Co. 
Coraopolis, Pa. (P.W., 
1/5/59) 


Packing Machine 


empty containers, 


No Wire Stitching 


Model SHD Clip-Top packer closes 
filled cartons from the outside with king- 
size staple clips. Machine also sets up 


ready for packing. 


Only 3 or 4 king-size staples are required 
to close any average carton. Adjustable 
anvil staples A, B, or C flute corrugated 
board. Twist of the adjustor screw auto- 
matically controls the staple clip for any 
flute thickness. Model SHD does away 
with gummed tape, glue, and steel strap- 


ping. 


Hoisting Machine 


Price: $54.95 fob. Herrin. Delivery: 
immediate. 

Container Stapling Corp., 27th St. & 
I.C.R.R., Herrin, Ill. (P.W., 1/5/59) 


HoisTower is a remote control, heavy- 
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Another PURCHASING WEEK service: Price and 
delivery data with each product description. 


Automatic Entrance 
All Electric 


Automatic entrance package is an all 
electric operation. Door system requires 
no bulky, hydraulic, or pneumatic actuat- 
ing devices. Entire operating mechanism 
is contained within 412-in. wide transom 
bar above the door. Unit comes in a sin- 
gle or double (pictured) package. Fingers 
cannot be mangled between door and 
frame when the door closes due to the 
protective-type design which has a heavy, 
resilient vinyl weatherstrip. 

Price: $2,400 (double), $1,500 (single) 
complete. Delivery: about 3 wk. 

Kawneer Co., 1105 North Front St., 
Niles, Mich. (P.W., 1/5/59) 


Welder’s Glove 


Reversible 


Soft, flexible, heat-resist- 
ant horsehide glove has no 
exposed seams on either side. 
Singer Solo glove affords in- 
terchangeability as the glove 
fits on either hand. Glove 
comes in brown and green, 
and comes packed singly so it 
can be ordered three at a 
time instead of as a pair. 

Price: $1.75 each. Deliv- 
ery: immediate. 

Singer Glove Mfg. Co., 
860 W. Weed St., Chicago 
22, Ill. (P.W., 1/5/59) 


Transmitter 
Simplified Adjustments 


Sensaire temperature trans- 
mitter is for measurement 
from —30 F. to +-1,200 F. 
It is a sturdy compact unit 
unaffected by normal plant 
vibration. Universal type 
mounting bracket permits in- 
stallation almost anywhere; 
on flat surfaces, pipe lines, 
well wrench heads, etc. 

Price: $130. Delivery: 1 
mo. 

Taylor Instrument Co., 95 
Ames St., Rochester 1, N. Y. 
(P.W., 1/5/59 


Fully Automatic 


Purchasing Week Definition 


What Does Automation Mean? 


There are almost as many definitions 


of the word automation as there are peo- 


Others go like this: 
Automation occurs when the product 


duty hoisting machine which requires no 
operator. At the touch of a button, loads 
up to 2,500 Ib. are gently raised or low- 
ered at a rate of 160 fpm. and delivered 
to the exact height desired. Machine can 
be operated by remote control bv workers 
at all floors or on the ground. Built-in 
safety cut-offs assure that the platform 
cannot overrun the limits of the tower or 
drop at excessive speeds. 

Price: $5,500 fob. Cincinnati. Deliv- 
ery: 30 to 60 days. 

Buck Equipment Corp., 726-X Ander- 
son Ferry Rd., Cincinnati 38, Ohio. 
(P.W., 1/5/59) 


ple talking about it. Below are a few of 
the more accepted versions. Which one 
you use depends on the particular applica- 
tion you are talking about. 

American Machinist magazine (Mc- 
Graw-Hill) defines it as the art of apply- 
ing mechanical devices to manipulate 
work-pieces into and out of equipment, 
turn parts between operations, remove 
scrap and to perform these tasks in se- 
quence with production equipment so 
that the line can be wholly or partially 
under pushbutton control at strategic 
stations. 


is moved automatically from one fully 
automatic manufacturing operation to 
another. 

Automation is continuous automatic 
production involving automatic loading 
and unloading of machines and auto- 
matic transfer of work between ma- 
chines. 

Automation requires the automatic 
control of the operation of a machine, 
system, or process. Control is most often 
introduced by electronic devices but hy- 
draulic or pneumatic means can also be 
used. (P.W., 1/5/59) 
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The Year Ahead in Technology 


The Field 


Many Developments Available to All Plants 


Automation 


Automation remains primarily a tool of 
the big plant. It is likely to continue that 
way in the near future. For one thing 
automation requires a stiff capital outlay. 
And for small plants actual savings don’t 
always measure up to the amount of 
money that has to be spent. 

These industries are 
headway: office 
electrical and 


much 
appliances, 
components. 


making 
machines, 
electronic 


Some of the operations being automated 
include: painting, welding, heat treating, 
assembly of electronic units. 

The trend is not so much toward the 
use of specialized automation machines as 
it is toward the use of integrated produc- 
tion lines. Here standard or slightly modi- 
fied machines are linked with relatively 
simple, flexible material handling de- 
vices for production increase. 


Big problem facing automation’s future 
is what to do with a plant full of special- 
ized machines when product design 
changes. One way out appears to lie in 
the building block concept. Machine 
components would be standardized and 
interchangeable between different makes 
of machines. Thus only components—not 
entire machines—need be changed when 
product changes. 


Computers 


Computers are getting their biggest 
play in the trend toward mechanizing 
office procedures. Last year saw a surge 
in the development and marketing of 
small computers. These are specifically 
tailored to fit office problems. 

Another trend shaping up fast is auto- 
matic programming. Programming re- 
mains a big bottleneck in utilization of 
computer time. Continued development 


of automatic programming techniques 
should lead to the use of fewer, less-skilled 
programmers with a consequent saving. 
Eventually office and plant will be 
linked by computers. Makers are hard at 
work on new input devices. These are 
needed to take data directly from produc- 
tion processes and put them into a form 
that can be digested by computers. Data 
preparation is in for an overhaul. Com- 


puters are only as good as the data they 
handle. And if computers are to extend 
their use to such management problems 
as marketing, distribution, product evalu- 
ation, old concepts of data collection will 
have to be revised. 

Computers are making a dent on still 
another front: process control. Chemical, 
petroleum, even utilities are using com- 
puters to watch a process. 


Electronics 
and Controls 


Explorations in solid-state physics (the 
transistor is one development based on 
this science) will lead to a whole host of 
developments in controls, computers, 
communications, lighting, power genera- 
tion, and air conditioning and refrigera- 
tion. 

The aircraft industry is finding itself 
building what amounts to a vehicle for a 
mass of electronic gear. So it is getting 


into the electronics industry. Three ways 
are open: 1. merge with an electronics 
maker, 2. buy a company, 3. set up an 
electronics development and manufactur- 
ing division. 

In controls the big news is numeri- 
cally controlled machine tools. Using this 
system, magnetic tape tells the machine 
tool what to do. Simple machines can be 
controlled in two dimensions; complex 


machines in a number of directions. 
Eventually numerical controls may extend 
the concept of automation to small plants 
or job shops. 

Most designs up to now are based on 
standard machines adapted with control 
mechanisms. Now special machines are in 
the works. Tool builders appear to be 
aiming their new designs for the 1960 
machine tool show. 


Materials 


The big problem materials developers 
face is that of high temperature environ- 
ment. The search is extending beyond 
metals and alloys (see below) into cer- 
amics, combinations of ceramics and 
metals, even into plastics. Such things as 
flexible ceramics have been developed. 
One application will be high-temperature 
resistant insulation for wires. Phenolic- 
asbestos materials have proved successful 


in missile re-entry problems. A curious 
concept is taking shape here. It’s the use 
of materials that provide temperature re- 
sistance and strength characteristics for 
only a short time. 

One fascinating prospect in the outlook 
for materials is that of molecular manipu- 
lating—juggling a given material’s mole- 
cules to come up with a new material that 
is tailor-made to the user’s requirements. 


It’s been responsible for development of 
some of the newer plastics. But it also 
promises to provide tougher plastics. 

You can look forward to a steady flow 
of new materials. In particular, these 
areas are worth watching: paper, glass, 
rubber and elastomers, ceramics, coatings 
and finishes for decorative and for corro- 
sion-resistant applications, synthetic fi- 
bers, plastics (see below). 


Metals and Alloys 


Look for a steady growth in the use of 
metals that not too long ago were little 
more than laboratory curiosities. Such 
metals as columbium, zirconium, rhenium, 
tantalum are rapidly becominy part of 
today’s working metals. Generally they 
offer excellent strength properties at high 
temperatures and offer first-class resist- 
ance to corrosives. 

Titanium is shaking down out of the 


“wonder metal” class and is finding a 
wide variety of uses in aircraft and proc- 
essing applications. New alloys, almost 
as easy to work as aluminum, open up 
still more applications. 

Another metal to watch is beryllium. 
Air Force is behind big push to develop 
metal for aircraft and missiles. It’s chief 
virtues: lightweight and high strength. 

Developments in aluminum alloys make 


the all-aluminum automobile engine a 
certainty for the near future. New alloy 
steels have been created for ease of work- 
ability, corrosion and high-temperature 
resistance. New copper alloys provide 
better machining qualities. 

Studies of extreme high-purity metals 
is pointing way toward predicting what 
an alloy’s properties will be before it’s 
constituents are melted and mixed. 


Metalworking 


Metalworking is looking toward the air- 
craft industry for leadership in develop- 
ing new techniques. Chemical milling and 
explosive forming are two that eventually 
will find their way into other industries. 

Thread and gear rolling, powder metal- 
lurgy, new extrusion methods form part 
of the new family of “chipless machining” 
techniques. All shape metals without re- 
moving metal. Advantages: the ability to 


provide close-tolerance parts needing little 
or no finish machining; fast, economical 
production. 

The new hard, tough alloys are forcing 
tool builders to design heavy, rigid ma- 
chines. High cutting speeds brought about 
by new cutting materials are influencing 
design, too. New chucks that keep up with 
the more powerful and faster machines 
are on way. Trend is toward air chucking, 


while other workholders are _ getting 
bigger, to handle feeds made possible. 

Gaging techniques are in for a new 
look. Closer tolerances are being speci- 
fied by many industries. One important 
trend shaping up: more gaging will be 
done right on the machine. It’s expected 
to lower gaging costs and reduce rejects. 
It’s likely, too, that gaging will be tied in 
with control on more new machines. 


Nuclear Energy 


A group of private utility companies, 
51 in number, have proposed to build a 
commercial high-temperature, helium- 
cooled reactor. The Atomic Energy Com- 
mission is virtually committed to build a 
gas-cooled reactor. Either way it would 
put the U. S. in the race with Great Britain 
in the development of gas-cooled power 
reactors. 

Past power reactors which have been 


built or are in the building stage are of 
the pressurized-water type. 

The A.E.C. also seeks to expand its 
isotope development program. Its pro- 
gram studies applications of radiation in 
industry. 

Radioisotope prices have declined con- 
siderably during the past year. The pros- 
pect is still more price cuts, though not so 
drastic as during 1958. Meanwhile the 


use of radioisotopes by industry is steadily 
increasing. These are the principal areas: 
tracing of flow, inspection and quality 
control, radiography. 

There’s progress in development of con- 
trolled nuclear fusion a potential great 
power source. As yet controlled fusion 
has not been accomplished even in the 
laboratory. But techniques are close to 
this point. 


Plastics 


Plant capacity to make polyvinyl chlo- 
ride and polyethylene has outstripped the 
market’s capacity to absorb it. The same 
situation exists for other plastics, but is 
not quite so severe. Over-capacity is only 
temporary. New applications and new 
markets are expected to take up the pres- 
ent capacity to produce, and more, by 


1961. One effect is price stability for the 
next few years. 

Meanwhile new plants to produce high- 
density polyethylene are being built. And 
there are plants built or building to make 
the newcomer polypropylene. The prop- 
erties of polypropylene promise to ex- 
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ceed those of high-density polyethylene. 

Other new plastics on which to keep 
your eye on are Lexan and Delrin. Lexan 
is a tough polycarbonate; Delrin belongs 
to the polyacetal family. Both are expected 
to offer considerable competition to brass, 
zinc, and aluminum die castings. 


January 5, 1959 


The Year Ahead in Research and Development 


Chemical and Electrical Industries Leading 
U.S. Business in Research and Development 


U. S. Industry Plans Call for Nearly $9 Billion to Be Spent 
On Product and Process Development and Improvement in 1959 


Research and development in 
U. S. industry is big business. 
This year industry will pour close 
to $9 billion into R. & D. By 
1961 that figure should reach at 
least $9.5 billion yearly. Again 
by 1961 industry expects 12% 
of its sales will be in products 
not marketed in 1957. 

The research dollar will split 
up roughly this way: 48¢ for 
new product development, 41¢ 
for product improvement, and 
11¢ for new process develop- 
ment. The chemical and elec- 
trical industries have been ahead 
of others in research which ac- 
counts for the flow of new plas- 
tics, synthetic fibers, drugs, and 
electrical and electronic devices. 

In other industries, most of the 
improvements in the past ten 
years have consisted of better 
machines and better handling be- 
tween machines, rather than 
revolutionary mew processes. 
And very few consumer products 
have been completely new. Auto- 
matic transmissions for cars, 
color TV, and “built-in” kitchen 
appliances are developments 
based on prewar research. And 
except for the synthetic fibers, 
there has been very little new in 
soft goods. 

But there’s plenty coming in 
the next few years. 

The timetable for translation 
of R. & D. into new products 
and processes can’t be set down 
with any precision because every 
industry and every research pro- 
ject is different. 

There’s a rough generalization, 
however, on the time lag between 
the start of large-scale research 
and introduction of a new prod- 
uct, and on the further lag before 
there is substantial investment in 
new plant and equipment to 
make the new product. 

A survey of research directors 
conducted by the Economics 
Department of McGraw-Hill 
shows that the average time lag 
from start of research to new 
product is four to six years. And 
it is probably another two years 
before a large plant is built. 

This adds up to an over-all 


interim of roughly seven years 
from start of serious research 
until there is something approach- 
ing heavy impact on a company’s 
output and capital expenditures. 

What does this mean in the 
terms of a forecast? It means 
that the surge in R. & D. during 
the past three or four years will 
begin to pay off in significant 
sales of new products and out- 
lays on new facilities sometime 
in the early 1960’s. And the 
continued rise in R. & D. pro- 
jected through the next three 
years points to an increasing im- 
pact on new sales and plant 
expenditures into the late ’60’s. 

Timing for different industries 
and different products will vary 
considerably, even though prac- 
tically every industry has become 
research-conscious. 

Over the next few years we 
can expect an increasing flow of 
new materials—particularly plas- 
tics, metallic alloys, combina- 
tions of metals with plastics or 
ceramics. There can be little 
doubt about this phase because 
it is already underway. 

By 1960 and 1961 there 
should be a significant rise in 
capital spending for new ma- 
chines and for improved ver- 
sions of older machines through 
redesign or addition of new com- 
ponents and control devices. 
Application, for instance, of 
specialized computers to indus- 
trial control problems will make 
great headway. 

Not until the mid-1960’s can 
we expect much in the way of 
new processes, in the sense of 
completely new methods of mak- 
ing things. Research of this 
type usually takes the longest to 
reach the commercially practic- 
able stage. Also, new processes 
are frequently devised as econ- 
omical ways to add new capacity, 
and present manufacturing capac- 
ity is high compared to sales. 

Where do small companies 
stand in today’s research? 

Basically scientific research is 
too expensive for the average 
small company. R. & D. usually 
involves a sizeable research staff, 
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SURESEAL 


GOES 


HAND in GLOVE 


WITH THE 


TOUGH JOBS 


Sureseal, with exclusive Turn-Cuff, gives 
maximum security against crippling acci- 
dents and skin diseases wherever hands 
are exposed to chemicals, solvents, oils, 
etc. Sureseal means savings, too, because 
production increases and costs drop where 
injury causes are minimized. 


Sureseal, made from Hycar, offers more 
effective resistance to solvents and other 
caustic liquids and lasts up to 14 times 
longer than rubber and other synthetics. 


Test Sureseal at our expense. Write us on 
your letterhead outlining the job require- 
ments and we'll send you a pair 
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RUBBER CO. 
CARROLLTON, OHIO 


In Canada: Safety Supply Co., Toronto 


large capital outlays, plus the 
production and marketing costs 
tied up with a basically new 
product or process. 

One R. & D. consultant sug- 
gests that if a company cannot 
put up $100,000 a year for five 
years, it should stay out of scien- 
tific research. Few small com- 
panies can afford that kind of 
capital investment. 

Another point to consider is 
the seven years (roughly) needed 
to research and develop a new 
product. It’s too long a period 
for a small company to tie up its 
limited capital. 

The small company must also 
consider what percentage of its 
new products will be paying 
propositions. One survey showed 
that even the more successful of 
the research-minded companies 
find that fewer than 50% of 
their new products show a profit. 
This is too great a gamble for 
small manufacturers. 

This shows why the outlays of 
small companies do not add up 
to very much in over-all research 
expenditures. 

There are some opportunities 
for small business in the research 
field however. Small companies 
can: 
@ Initiate new products and 
applications of research in in- 
dustry. 

¢ Be important suppliers and 
customers of large companies. 

¢ Set the pace in marketing of 
new products. 

¢ Benefit from the over-all 
impact of technological growth. 

Here’s what some big com- 
panies are doing: 

Westinghouse Electric Corp., 
announced it will spend $185- 
million this year. This budget 
will cover the work of about 
7,000 scientists and engineers. 

The program has three func- 
tions: 

1. Research. This employs 
about 600 workers. The budget 
gives $12-million for a search 
for new knowledge and another 
$3.5-million for what they call 
“blue sky” research. The latter 
doesn’t deal with current prod- 
ucts but with promising long- 
range future ideas. 

2. Product Development. 
About $6-million will go for a 
long range development program 
to identify characteristics of 
products that will be made five 
to ten years in the future. 

3. Design Engineering. A 
$30-million outlay will go toward 
modernizing and improving pres- 
ent day products. 

Remaining $133.5 million of 
the budget will go for customer 
order development. This is a 
large item with makers of spe- 
cialized equipment. 

Aluminum Co. of America is 
attempting to cut lead-time be- 
tween the origin of a new process 
or product idea and its appear- 
ance on sales counters. Alcoa 
is revamping and extending its 
internal network of technical ad- 
visory committees. Research and 
development budget of $18-mil- 
lion supports this project. 
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This Week's 


Product 
Perspective >" 


These two pages present the outlook for technology as seen 
by your editors. 

Technology is the third leg on which the purchasing func- 
tion rests. The others: knowledge of business and economic 
conditions; and knowledge and application: of modern pur- 
chasing methods. 


Technology moves at a swift pace—far swifter than ever be- 
fore. 
The reasons are many, but these are paramount: 


e What amounts to an explosion in population. 
e The commitment to an ever-better standard of living. 


* - . 
Digging into a particular field you'll find more specific reasons. 


In automation, for instance, most companies automate to 
reduce direct labor costs. Most of the time competitors are 
breathing down their necks. So they look to automation to meet 
rising labor costs, at least in part, by an increase in the pro- 
ductivity of direct labor. 


Another reason is the need to increase output without having 
to build new facilities. The need for better product quality also 
has caused many companies to turn to automation. 


Business management is getting more complex. All kinds 
of information is needed to make decisions these days. Hence 
the need for computers. But in between the need for informa- 
tion and computers to process that information, many big steps 
will have to be taken. Information preparation is one; another 
is a better understanding of just what computers can do. 


There will never be a time when every new product design 
has available precisely the material it needs. And there are plenty 
of new ideas on the shelf waiting for the right material to be 
developed. Thus there will always be room for a new material. 


The basic fact that emerges, if you sit back and take a thought- 
ful look, is that this is technology’s era. It has its impact on every 
position or function in business and industry. 


Purchasing sits in the middle. It has to evaluate technology’s 
offerings. Those that purchasing finds suitable, must be pushed 
to the company’s attention. 
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This Week's 


Foreign 
Perspective ss. 


London—Start of the new year has brought on the usual 
spate of predictions from world commodity dealers here in 
England. 

One thing they all agree on: The world price picture will be 
a lot brighter at the end of the year than now. 

But they don’t expect big hikes this side of Easter. There 
may even be some setbacks in the next few months. 

Optimism for the longer pull is based on two big factors. 

First, it’s taken for granted here that stateside industrial 
recovery will gather momentum. 

That’s an important factor. But it’s not the whole story. 
Stateside recovery, remember, is already about nine months 
old. Yet world commodity prices have continued to sag. 

It proves that rising U.S. demand alone cannot be decisive 
in the commodity world. 

2 . 


The second critical demand factor is the extent of industrial 
buying in Britain and on the continent. 

Odds are, Londoners believe, that industrial activity in Europe 
will revive during the coming spring and summer. 

There may be some shocks during the next month or two. 
But most observers are confident that the worst will be over by 
May. 

So far European industry has been extremely cautious in its 
inventory policy. But extensive rebuilding is certainly likely. 

Once industry regains confidence you can expect a wave of 
buying. That undoubtedly would mean a good many price 
hikes. 

Don’t forget also the growing importance of Soviet moves. 
Impact of Russian buying and selling still will be important 
when it comes to commodities like rubber and tin. 

Watch too for signs how primary producing countries are 
faring. Their orders from European industry will help set indus- 
trial recovery on a sound foundation. 

2 ad * 

Outlook for individual commodities is patchy. Most base 
metals, for example, after price hikes last October, sagged dur- 
ing the last two months of 1958 and no big changes are expected 
during the remainder of the winter. The picture, however, should 
change by spring. 

Take copper. Steady prices are in prospect with the possibility 
of firmer tendencies in a few months time. Pointers in this con- 
text are the recent rises in British and stateside consumption of 
the metal. 

It’s been helped, too, by Russian demand for copper products. 

Business revival this spring, the industry thinks, would act 
like a tonic on the metal which, statistically, is in a sounder posi- 
tion than it was a year ago. 

Observers here are more doubtful about lead and zinc. They 
too would naturally share in any business pickup. 

But the outlook is confused by uncertain effects of the U.S. 
import quotas over the next few months. 


The aluminum picture vividly illustrates difference between 
Stateside and other Free World trends of late. 

At the end of 1958, Aluminium Ltd. cut back production for 
the third time that year, a move contrasted with production hikes 
by stateside producers. 

Answer to the discrepancy is to be found in the way Stateside 
industrial demand had gone it alone during recent months. 

Britishers now expect, however, that aluminum prices will 
remain firm for some months. 

Big pick-up in demand would certainly help firm price struc- 
ture. But it’s doubtful whether it would mean any appreciable 
price boost—particularly with competition between major pro- 
ducers still intensifying. 

Russian policy, too, must be considered. Continued threat 
of Red dumping will also tend to put a damper on hikes. 

= + e 


Tin, also hurt by Russian dumping, will also bear watching. 

Londoners generally have been bullish about tin for some 
time now. But free world stocks of the metal still are at a very 
high level and consumer demand isn’t expected to boost the 
price for some time yet. So you can probably expect the recent 
Zig-Zagging to continue. 

But don’t forget how sensitive the metal is. Watch especially 
the way the tin agreement acts policywise during 1959. 
_ Outside the base metals, rubber is going to need careful watch- 
ing this year. Red activity here was welcome during 1958, for 
Russian orders keep the price relatively firm. 

Rising demand now from the U.S. will add to the commodity’s 
strength. But Soviet buying will remain a key factor. 
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The Year Ahead in European Trade 


Formal Opening of European Common Market 
Outranked by Shakeup in Foreign Currencies 


Trade Liberalization Among 6 Member Countries Could Mean 
Lower Prices for Products Manufactured in Europe, Cause Sharper 
Competition and Wider Opportunities for U. S. 


_ Paris—The year-end shakeup 
in European currencies  out- 
ranked the formal start of Eu- 
ropean Common Market opera- 
tion in dramatic spot impact on 
U.S. business and world trade in 
general. 

But the Jan. 1 birth of the com- 
mon market helped trigger the 
continent-wide relaxation of 
monetary restrictions. And both 
events marked major milestones 
in Western Europe’s postwar 
struggle to score a striking eco- 
nomic comeback and regain 
financial stability. _ Basically, 
both add up to sharper competi- 
tion amid wider opportunities 
for U. S. businessmen. 

The beginning of E.C.M. will 
have but little effect on U. S.- 
Europe trade in 1959. The first 
trade liberalization moves of the 
market—in addition to the late 
December currency convertibility 
action—featured 10% reduc- 
tions on tariffs between the six 
members, plus an average 20% 
boost in import quotas 

As a starter the Euromat 
changes will have only minor re- 
percussions between member 
nations—France, West Germany, 
Belgium, Holland, Luxemburg, 
and Italy—and the rest of the 
world. But for the industrialist 
and trader, they translate into 
the beginning of a revolution in 
Europe’s economy. Some ob- 
servers also see the market as 
one more major gun in the West’s 
defense against Soviet “economic 
warfare.” 

Future lowering of trade bar- 
riers as scheduled in the com- 
mon market treaty will surely 
have an impact felt far beyond 
Europe and especially by the 
U. S., which already finds its 
industrial power challenged on 
many fronts by the industrial re- 
birth of Western Europe. 

That’s why current negotia- 
tions between the E.M.C. six and 
11 other European nations which 
favor an expanded “free trade 
area” are so important. Talks 
between common market mem- 
bers and F.T.A. proponents— 
led by the British—are dead- 
locked now. But an attempt to get 
the ball rolling again will be 
made in Paris on Jan. 15 with 
chances of success much en- 
hanced by the common monetary 
moves toward a freer exchange. 

Ultimately,- common market 
efforts to abolish all trade bar- 
riers and quotas and _ permit 
freer movement of both capital 
and labor among its members 
could produce a political union 
—a United States of Europe. 
But for the moment, there still 
remains some doubt that the 
E.C.M. is going to work and that 
it won’t lead to a disastrous Eu- 
ropean trade war between the 
“out’s” and the “in’s.” 

That’s why the common deci- 
sion to make national currencies 
freely convertible and France’s 
coincident devaluation of the 
franc to take advantage of this 
international action were re- 
garded so favorably as a boost 
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to world trade in general and 
common market aims in particu- 
lar. 

And as the 15-year experi- 
mental Euromarket period pro- 
gresses, more of this common ac- 
tion can be expected. 

Meanwhile, big business in 
Europe and the U. S. has been 
actively preparing to meet the 
common market challenge. 

On one hand U.:S., British, and 
other firms outside the common 
market are pushing establishment 
of new subsidiaries or strength- 
ening existing one on the con- 
tinent. It is estimated that over 
the next decade four out of five 
U. S. corporations now shipping 
aboard will be manufacturing on 
the European continent either 
directly or through licenses. 


Getting Together in Big Way 


On the other hand, European 
business is getting together in a 
big way. Common market firms 
are making joint marketing ar- 
rangements which could lead to 
a price fixing and production 
rationalization. 

Some recent examples  in- 
clude the British plastics firm 
Formica, 40% owned by Ameri- 
can Cyanamid, which added a 
German subsidiary to its exist- 
ing facilities in France, Italy, 
and Spain. Swedish packaging 
materials manufacturers A. B. 
Ackerlund and Rausing started 
production in West Germany. 
A British auto and_ aircraft 
equipment supplier, Lucas, has 
established new centers in Paris, 
Zurich, and Cologne, with others 
planned in Italy and Sweden. 
London’s Financial Times re- 
cently published an _ analysis 
showing that the number of 
U. S. firms with subsidiaries or 
affiliations in Geneva has 
doubled within the past year. 

A good example of the trend 
toward collaboration of com- 
panies within the “six” is the re- 
cent pact between France’s state- 
owned Renault and Italy’s Alfa- 
Romeo for manufacture and sale 
of each other’s automobiles. 

It is hard to assess the ultimate 
meaning of all these moves for 
the U.S. purchasing executive. 
The long range effect of freer 
trade among E.C.M. members 
could mean lower prices for 
European-produced goods. But 
on the other hand, a strong pro- 
tectionist tinge stemming chiefly 
from financially hard pressed, 
hard-priced France, has _ been 
showing. 

Among the sure developments 
which will bare constant watch- 
ing as buying plans are made will 
be formation of new trade pat- 
terns and new industrial group- 
ings. These add up to new op- 
portunities to buy better from 
new sources. 

Success of E.C.M. holds other 
significant possibilities. It could 
mean unprecedented levels for 
European purchasing power and 
consequently a lot of new busi- 
ness for U.S. firms. In contrast 
further industrial resurgence of 
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Europe could mean a tougher 
selling job for already high-priced 
U.S. goods while at the same 
time possibly enlarging markets 
for U.S. raw materials. 

Onset of the European com- 
mon market is expected to cut 
exports of U.S. firms from 30- 
80%, depending on the size of 
the company. A recently com- 
pleted survey by the Foreign 
Economics Department of Mc- 
Graw-Hill International Corp. 
reveals that the small exporter 
in the United States expects to 
lose 80% of his present business 
to common market nations, the 
medium size firm 60%, and the 
larger corporation only about 
30%. But the larger companies 
remain optimistic because they 
are convinced that a mass mar- 
ket of more than 200 million 
Europeans by 1975 will offer 
them far greater business profits. 

The McGraw-Hill study also 
indicated that during the initial 
overseas plant building period of 
the next three to four years U.S. 
exports will be up considerably. 
Competition for the American 
exporter is expected to develop 
between the fifth and 15th years 
of the experimental market 
period. 


New P.A. Publication 


El Paso— The Purchasing 
Agents Association of El Paso 
has begun publication of the 
“Criterion,” a members’ monthly 
newsletter. The newsletter will 
feature a different guest editor 
each month to promote individual 
interest in the association. 
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Purchasing Men Buy as Production Climbs 


(Continued from page 1) 
England paint manufacturer’s 
purchasing department said it 
was ordering a 60-to-90 day sup- 
ply of steel containers—three 
times the firm’s normal inventory, 

“I am going to increase the 
pace of my buying during the 
next three to six months for two 
reasons: Better business and a 
hedge against a steel strike,” a 
divisional buyer for a Midwest 
engine and machine parts manu- 
facturer declared. 

In their general business out- 
look, most purchasing executives 
participating in the PURCHASING 
WEEK inventory poll displayed 
strong optimism toward indus- 
trial prospects for the next six 
months. Thus a trend toward in- 
creasing inventories continues. 
But while indicating an increased 
buying pace, P.A.’s were moder- 
ate in forecasting increases over 
current inventory levels. 

¢ Crediting anticipated better 
business for the most part, rather 
than just seasonal fluctuations, 
42% said they expected their 
next June 30 inventories to be 
higher than present levels. But 
another 42% said they expected 
present inventory stocks to re- 


main constant during the produc- 
tion stepup. Only 16% forecast 
a downward adjustment. 

e Looking at the situation 
from another angle, 41% said 
they will increase their buying 
pace during the next three to six 
months. Another 51% - said 
steady buying would be their 
watchword. A slower pace was 
indicated by nearly 8%, includ- 
ing a number of seasonals. 

e The apparent caution toward 
too rapid boosting of inventory 
levels was a _ continuation of 
tighter inventory policy and plan- 
ning indicated previously as com- 
panies began to pull out of re- 
cession slumps (P.W. Oct. 6, 
p. 1). 

In line with recession-im- 
proved inventory control meth- 
ods designed to keep inventories 
geared more closely with sales 
forecasts, production schedules, 
revised transportation routes, and 
other factors, a substantial seg- 
ment of purchasing executives 
described current inventories as 
“on the nose.” 

e Forty-five per cent rated 
their stocks of production mate- 
rial as having attained an “opti- 
mum inventory level” permitting 


Price Changes for P.A.’s 


Tartaric Acid—Prices on tar- 
taric acid have been cut 16% by 
a major supplier. New prices are 
41¢ a lb. in 100-lb. bags for car- 
load and truckload quantities. A 
43¢ a lb. price has been put on 
single shipments of 10,000 Ib.— 
and 5,000 Ib. lots and lower will 
be available at 44¢ and 47¢ a lb. 
respectively. 


Polyvinyl Acetate—Prices of 
Vinac RP-250 powder, redispers- 
ible polyvinyl acetate have been 
reduced by Colton Chemical Co. 
Price reductions of Vinac RP- 
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250 powder, made possible by in- 
creasing semi-commercial to 
commercial production, are from 
4% to 33%, depending on the 
quantities ordered. 

Du Pont Corp. has reduced 
tags of “Elvacet” copolymer and 
homopolymer polyvinyl acetate 
emulsions by 2¢ a lb. New tank- 
car price east of the Rockies is 
8¢ and 16¢ a Ib. respectively. 


Sodium Chlorate—American 
Potash & Chemical Corp. has an- 
nounced a price increase of 42¢ 
a lb. for sodium chlorate pack- 
aged in steel drums and sold in 
the 11 western states. The new 
price is 10’%¢ a lb. for carload 
iots, f.o.b. Henderson, Nev. 
There is no change in the price of 
bulk or tank car lots. The new 
price reflects increases in packag- 
ing and handling costs. 


Textiles—Flat duck prices are 
up some 1¢ to 2¢ a yd. Grade C 
ducks are now 23¢ a yd., with 
B grade flat ducks near 25¢ a yd. 
The A grade, single filling, duck 
cloth is now quoted at 29%¢ 
a yd. 

Improved demand has also 
caused heavy, numbered duck 
prices to rise 3¢ a Ib. 


Paper—Fine paper tags have 
been boosted approximately 3% 
by Howard Smith Paper Mills. 
Ltd. Higher costs, particularly 
freight and labor, are reported 
responsible. 


Mercury—Continued softness 
has put spot mercury tags down. 
New quotes range from $220 to 
$224 a 76-Ib. flask. 


Crude Oil—Cities Service Oil 
Co. has reduced the price it pays 
for crude oil in Kansas. New top 
price for 40-44.9 gravity oil is 
$3.08 a bbl. 


Khaki Dyes—-Prices of 2 G 
double paste and 2 GR _ khaki 
dyes have been boosted 10¢ a 
Ib. to $2.35 a lb. Type 2GD 
is also up 10¢ a Ib. to $2.65 a Ib. 


them to take best advantage of 
price changes, delivery schedules, 
production requirements, labor 
factors, etc. 

A total of 37% said their 
present inventories were below 
this optimum level. They gave a 
variety of reasons covering: pro- 
curement difficulties, reduced for 
year-end tax purposes, seasonal 
outlook, waiting for supplies, 
waiting for better business, and 
conversely, because of sudden 
business increases. 

Only 18% considered their in- 
ventories above the optimum, 
giving a similar variety of reasons 
such as: bad forecasting, seasonal 
sales failed to materialize, tempo- 
rary business increase, anticipa- 
tion of new business, etc. 

Although the survey covered a 
variety of industries from coast- 
-to-coast with varying production 
needs and supply problems, it is 
interesting to note the number of 
days’ supply listed as the “opti- 
mum” inventory level. 

A 60-day supply was the most 
popular with 48%. A 30-day 
supply scored with 27% , 90 days 
14%, and others varying from 
two weeks to six months scored 
11%. 

In a look-ahead at capital 
equipment buying, 35% of the 
participating P.A.’s_ said their 
purchases during 1959 would ex- 
ceed such purchases made during 
1958. Another 36% said their 
1959 purchases would just about 
equal 1958, while 29% said 
their capital equipment contracts 
would drop below 1958 amounts. 


Price Changes 
To Be Reckoned 


(Continued from page 1) 
the new adjusted or “deflated” 
dollar figure. 

In revising its data in constant 
dollar terms for the past several 
years, the department came up 
with a quite different picture of 
growth than was commonly be- 
lieved. For instance, G.N.P. 
figures during 1957 gave the 
illusion of a constantly expand- 
ing economy because price rises 
raised the dollar amount of ac- 
tual output. 

But in using the new price 
deflated series, the department 
shows that total G.N.P. had 
ceased expanding and levelled 
out at a high plateau a full year 
prior to the actual downturn. 

Results obtained through the 
new method also shed more 
light on fixing the point at which 
the economy stands today. The 
department in a new estimate fig- 
ures that G.N.P. in this quarter 
will hit an annual rate of $453- 
454 billion in current dollars, a 
new record which would indicate 
a greater expansion than has 
really taken place. 

But this picture is distorted 
by nrice increases of the past 
year. Eliminating these increases, 
the constant dollar series shows 
that in real output the economy 
just about matched that of the 
previous peak rate of $446 bil- 
lion set in third quarter 1957. 

Used in conjunction with the 
new inventory-sales anticipation 
surveys the department plans to 
inaugurate next year, the two 
new series will provide greater 
insight into the operations of the 
economy. 
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This Week's 


Washington 
Perspective a.» 51 


Congressmen come back to Washington this week in an atmos- 
phere of heightened apprehension over inflation. 

New alarms were touched off by the latest rise in the cost of 
living to its former record high. 

You'll be hearing often in the weeks to come that new moves 
will be proposed by both Congress and the Administration to 
curb inflation through stronger measures from Washington. 

But don’t put any stock in it. Certainly, inflation is shaping 
up as a top domestic issue this year. But neither branch of Con- 
gress is prepared for such a drastic step as direct wage-price con- 
trols or even some less stringent form of government supervision. 

Methods will be explored instead to fight the new phenomenon 
of creeping inflation. 

Look to President Eisenhower’s economic message to sound 
the opening gun of the Administration’s new anti-inflation fight. 
Eisenhower is certain to warn about the dangers to the economy 
of further wage-price rises in his message, due to be presented 
later this month to the heavily Democratic Congress. He'll take 
a strong stance. He will probably repeat publicly—if not in the 
message itself—that unless price rises are halted, consumers may 
eventually force government into imposing direct curbs. 

This is standard Eisenhower doctrine, however. It’s the same 
thing he’s been saying for years; it doesn’t mean that he will 
really go all out for controls. 

First thing Eisenhower did after assuming the Presidency was 
to eliminate price controls. And it’s the last thing he would do 
to rermpose them. It runs counter to his entire philosophy of 
government. 


Eisenhower’s men are insisting something must be done, none- 
theless, to put the lid on inflation and rising wages. But they still 
are far from any decision on just how this can be done. 

They have placed a good part of their hopes on management’s 
putting up stifler resistance to labor’s wage demands. Recent 
wage negotiations have fortified this hope. Negotiations in the 
New York newspaper strike, the airlines strikes, and the auto 
industry give evidence of a tougher attitude on the part of man- 
agement to an unending round of higher and higher wage costs. 
But this is only one answer to the problem. Others will have to 
be found. Eisenhower’s business advisers are especially critical 
of the economic profession for failing to provide workable 
solutions. 

Gabriel Hauge, former top economic adviser to the President, 
called on his fellow economists in Chicago last week to tackle 
the problem in earnest (see p. 1). 

The economists themselves are displaying the same uncertainty 
and confusion as Congress and the Administration in grappling 
with the puzzling, constantly upward edging of prices and wages. 

This shoves the issue squarely back into the Washington politi- 
cal arena. The Republican Administration and the Democratic 
Congress both are maneuvering to make an anti-inflation record 
and reap the political benefit if it’s at all possible. 

The issue won’t be so crucial the next six to nine months, a 
period in which general price stability is expected to prevail. 

But Washington is looking ahead to the period thereafter when 
prices can be expected to resume their upward movement. This 
is the time of the 1960 Presidential election when a record on 
inflation could make or break a candidate and win or lose the 
clection. 

Democrats in Congress all want to get into the anti-inflation 
act. There’s going to be a new rash of investigations pegged 
to “fight inflation, spare the consumer.” It’s good politics; con- 
sumers after all comprise the biggest bloc of voters. 

For their part, Republicans will wave the anti-inflation banner, 
loudly voicing their alarm at any Democratic spending program 
that displeases them as adding to the wage-price uptrend. 

In the end, the solutions that will be forthcoming, if any, will 
be a great deal more moderate than all the noisy debate that is 
about to begin. 


Metal Stockpiles Over 
But U. S. Won’t Sell Now 


(Continued from page 1) 
firmly on record against the un- 
loading of surplus commodities 
that might cause market disrup- 
tions. 

Agency staffers admit that the 
Administration’s current and 
frantic hunt for new sources of 
revenue may bring pressure on 
the stockpile committee to con- 


sider ways of disposing of some 
of its surpluses now being held in 
inventory. 

But they say any disposal is “a 
long way off,” would require at 
least six-months’ notice to indus- 
try, and would not apply to 
“sensitive” cases where disposal 
would disturb shaky domestic 
markets. 

Still, the possibility of an 
eventual disposal of at least some 
metal-mineral stocks has _ been 
raised officially for the first time. 
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Nation Edging Boom Despite Unemployment 


(Continued from page 1) 
about 9% this year with durable 
goods production leading the 
way. Gross National Product is 
expected to hit a $465 billion 
rate in 1959, a gain of 7% over 
1958 which attained a fourth 
quarter pace of about $450 bil- 
lion. 

The McGraw-Hill _ report 
showed that almost all industries 
surveyed expect to put money 
into modernization projects in 
1959. Although a little more 
than half expect to cut capital 
spending budgets, funds still will 
be available to replace obsolete 
equipment. 

As for unemployment, jobless 
totals are expected to run 4 mil- 
lion or more during most of 
1959. New jobs to be created 
during the year will not be 
enough to cut unemployment to 
the 2.9 million average of 1955- 
56-57. 

Inflation probably will go 
higher with the upsurge of busi- 
ness. But for the short run, the 
increase may not be more than 
one third of the 3% annual rate 
of increase during the last two 
years, according to the McGraw- 
Hill report. 

In foreign trade the 1959 out- 
look is regarded as good, despite 
the Soviet planned economic of- 
fensive to capture traditional 
U. S. markets. U. S. trade will 
increase slightly this year with 
commercial shipments abroad 
rising about 3% to $17.5 billion. 
Imports should exceed $13 bil- 
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lion, also a 3% rise. 

In the pulsebeat survey’s in- 
dustry-by-industry outlook, the 
U.S. economy for 1959 shapes 
up this way: 

Steel; Producers expect a 
strong year with output of in- 
gots and castings reaching 107 
million tons, compared with 
1958's approximately 85 million 
tons. Although steel companies 
wound up a record expansion 
program early in 1958, the in- 
dustry will spend $600 million 
on modernization annually for 
the next five years. 

Nonferrous metals: The 1959 
outlook is bright after a poor 
showing in °58. Consumption is 
expected to average about 10% 
higher than in 1959. 

Metalworking industries: A 
year of turnaround is ahead for 
metalworking. All machinery 
manufacturers (except electrical) 
expect an increase of 8% in 
physical volume of shipments. In 
modernization needs, the ma- 
chinery industry has the second 
biggest potential to replace obso- 
lete facilities, mainly because of 
the trend toward automation in 
metalworking. 

Metalworking machinery 
manufacturers expect an 11% in- 
crease in volume of shipments. 
Construction and mining ma- 
chinery anticipate unit sales in- 
creases of 9%. Prospects for 
manufacturers of industrial ma- 
chinery other than metalworking 
and construction also were get- 
ting brighter at year-end. In 
office machinery, heavily back- 
logged manufacturers of data 
processing and data analyzing 
machines forecast an over-all in- 
crease of 11%. Manufacturers of 
heavy electrical apparatus antici- 
pate only a 3% gain in physical 
volume of shipments, one of the 
smallest projected by a manufac- 
turing industry. 

Electronics: Companies predict 
an 8% rise in defense sales, 10% 
in “entertainment” sales, and 
20% in industrial sales for an 
over-all gain of 12%. 

Appliance manufacturing: Ap- 
pliance manufacturers, heading 
out of the 1958 doldrums, fore- 
cast a 10% increase in unit sales. 

Aviation industry: Over-all 
physical output will differ only 
slightly from 1958, which was at 
a level six times the 1947-49 
average, but individual firms 
show marked differences ranging 
from forecasts of 30% increases 
to declines of 20%.  Busi- 
ness flying is expected to have 
another big year, even higher 
than 1958; jet transport deliveries 
will improve manufacturers profit 
pictures; defense spending will 
run at least $2 billion more than 
1958. 

Autos, trucks, parts: The in- 
dustry expects at least a 20% in- 
crease for passenger cars and a 
gain of about 150,000 trucks. 

Shipbuilding: Shipbuilding and 
repair registered a small increase 
in output in 1958, and a similar 
gain of about 1% is anticipated 
in 1959. 

Fabricated metal products: 
Production of metal cans, cutlery, 
tools, heating apparatus, plumb- 
ing fixtures, and many other 
items fabricated from metal is ex- 
pected to increase an average of 
4%. Biggest gain of 12% fore- 
cast by hardware makers. Heat- 
ing equipment and tin cans both 
schedule 2 to 3% increases. 

Instruments and controls: This 
growth industry, which suffered a 


reduction in business volume last 
year for the first time since reach- 
ing major status, expects to raise 
physical volume of shipments by 
at least 10% with capital ex- 
penditure boosts of almost one- 
third planned. 

Lumber: Output of lumber and 
products rose 1% in 1958 with 
millwork and plywood output. 
Running about 5% above 1957 
output. Producers are forcasting 
a 5% gain in shipments. Lumber 
inventories are in good shape 
with some buildup to be expected 
in 1959. 

Furniture and fixtures: Output 
of home and office furniture and 
fixtures dropped only 3% last 
year; companies anticipate a 
10% sales gain in 1959. 

Chemical process industries: 
Output will hit a record high, 
both in physical volume (up 8% 
and dollar sales (about 10%). 
In the chemical division, physical 
sales volume is expected to be 
10% higher with records forecast 
for plastics, pharmaceuticals, syn- 
thetic fibers, and some heavy 
chemicals. 

The paper and pulp industry, 
which led the economy out of the 
recession last year, is expected to 
continue the trend with physical 
sales volume up 7%. Rubber pro- 
duction, off by 8% in 1958, looks 
for an 11% physical sales volume 
gain in 1959. 

Petroleum industry: Demand 
for petroleum is expected to show 
its first significant gain since 1956 
with total demand up an esti- 
mated 4.3%. Jet fuel and as- 
phalt will be the big *59 gainers. 

Food and beverages: Processed 
food and beverage industry an- 
ticipates a gain of 5% in unit 
sales. Food sales are expected to 
be up 4%. Increased output of 
canned and frozen foods, cereals, 
feeds, beat sugar, miscellaneous 
food preparations, and liquor dis- 
tilling and bottling contributed to 
the industry’s 3% upswing in 
1959. 

Textiles: Mill activity for 1958 
was about 3% below 1957, but 
general demand should be up 
about 8% in 1959. Textiles are 
the least modernized of all manu- 
facturing industries and to bring 
plants up-to-date would have to 
spend $1 billion during the next 
five years. 

Coal mining: The 
looks for an increase of about 
10% in 1959 tonnage with the 
new year picture much brighter 
for bituminous than anthracite. 
Bituminous production should 
run about 450 million tons (up 
45 million). 

Metal mining: Production will 
be up substantially with many 
four-day-a-week mines returning 
to a five-day operating basis. 

Transportation: For the air- 
lines, introduction of jet trans- 
port will mean a challenging year 
with a need for increased traffic 
volume to capitalize on jet poten- 
tial. An increase of about 10% 
in total passenger miles is fore- 
cast. Air express and freight ton 
miles also are expected to soar by 
20% . Faster coast-to-coast cargo 
‘service will result in another shift 
by business from other carriers to 
air freight. 

Construction: The industry 
will spend $70 billion with every 
major class of construction in- 
creasing except industrial and 
public utility. New building ex- 
pected to increase about 5%, 
private construction about 2%, 
and public about 11%. 
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(Continued from page 1) 
European Common Market (see page 20). Russian international 
trade dealings, which rated hardly a whisper 12 months ago, now 


draw considerable comment. 


Materials management, once a high society concept in procure- 
ment, is quitting the Social Register for a Polks Directory listing 


in modern purchasing concepts. 


Automation, data processing, and other highly technical and 
expensive industrial tools—while still pretty much a big plant 
monopoly—are nevertheless entering purchasing procedures at 


all industrial levels. 


The search for new products now is far above a mere card file 
listing of new gadgets and machines. To a background of eco- 
nomic savvy and purchasing know-how, a P.A. must add an 
up-to-date knowledge of involved new physical and chemical 
processes, strange new materials, and general scientific advance- 


ment. 


Yes, the march of time—even only a year—makes quite a 
difference. The nuts and bolts of purchasing may be the same, 
but there are more of them, and they’re all gold-plated. 


Purchasing executives who last summer told PURCHASING 
WEEK inventory control would be their No. | job in 1959 (P.W. 
Aug. 11, p. 1) now are being put to the test. 

It’s no small trick to keep inventory levels paced evenly with 
production schedules which are off on an oftimes unsteady 
although definite upswing. Add the factor of an uncertain labor 
outlook, and the juggling becomes a real art. 

Along with the much-discussed and never settled issue of infla- 
tion, labor problems are well on the way to becoming a top worry 
of purchasing this year. P.A.’s emphasized this in replies to 
PURCHASING WEEK’Ss quarterly inventory outlook questionnaire. 
Steelmaker orderbooks and slowing delivery schedules already 
are reflecting the apprehension—both from supply and price 


angle 


caused by weekly pronouncements of steel union and 


management leaders as they reveal strategy in what already 
shapes up as a knock-down drag-out fight. 

How far apart union and management leaders are on basic 
issues can be noted in recent statements. 

In his latest shot at a favorite target—industry profits—steel 
labor leader David J. McDonald said his union worries over the 
“marked employment lag behind steel industry recovery in profits 
and productivity.” Despite 1958 low operating rates, McDonald- 
said, steel shareholders will get 7.1% on their investment, sub- 


stantially above a “fair. . 


. reasonable rate of 6%”’. 


A week or so earlier a top steel official complained that “year 
after year wage rates race ahead while productivity merely 


crawls upward.” 


Business Men Leary of Probes 


(Continued from page 1) 
action ranged from ho-hum indif- 
ference to outright scorn. 

A number condemned deficit 
government spending and unend- 
ing rounds of wage increases as 
the real subjects for remedial 
measures. 

The Joint Economic Commit- 
tee, which is likely to renew its 
anti-inflation study again in 1959, 
was especially criticized for of- 
fering ‘reasons without  solu- 
tions.” Senator Joseph O’Ma- 
honey’s_ labor-backed _ proposal 
for a law requiring up to six 
months notice by major corpora- 
tions planning price boosts re- 
ceived a special lambasting. 

“You can’t do that without 
fixing prices,” contended Pres. 
Robert S. Bell of Packard-Bell 
Electronics at Los Angeles, in a 
typical comment. “To do that 
you wolud have to fix costs too.” 
Then he added: “Let them in- 
vestigate to their heart’s content. 
When they’re doing that, they’re 
not passing silly laws.” 

A St. Louis refrigerator manu- 
facturer, W. B. McMillan of 
Hussmann Co., called the price 
rise notification proposal “per- 
fectly ridiculous industry 


doesn’t know six months in ad- 
vance what its costs will be in 
today’s market.” 

Foreseeing sure steel price in- 
creases if the industry grants a 
substantial pay boost this year, 
Westinghouse Electric’s Purchas- 
ing Vice President, Andrew Ken- 
nedy, warned of a possible infla- 
tion surge in the second half of 
1959. But he said he remains 
convinced that Congressional 
pressure for holding the price 
line would be ineffective. 

New price inquiries by the Ke- 
fauver committee “would have 
no large effect on the cost of in- 
dustrial materials,” Kennedy said. 
He called the Congressional com- 
mittees “political and insincere” 
because they “will never include 
that basic factor—high wages.” 

Because steel is committed to 
the theory that wage costs must 
be reflected in prices, Kennedy 
said, “you can be sure that all 
other industrial materials pro- 
ducers, whose costs will also in- 
crease, will feel relatively safe 
in boosting prices.” 

Some executives said congres- 
sional hearings might be of some 
use if it were only possible to see 
through the “political fogbank.” 
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tighter inventory controls 


the best hedge 


‘Let the other fellow carry the inventory” is a 
well-tried business principle that is taking on 
added significance for many manufacturers today. 

As featured in a recent issue of PURCHAS- 
ING WEEK, the cost of borrowing money is 
going up. Over the next six months, inventory 
growth financing will get tougher. Even now, the 
publication pointed out, there’s a growing re- 
luctance by bankers to make long-term, capital- 
goods type loans. The newspaper concluded that 
interest rates, too, are heading rapidly toward 
the high levels reached during 1957’s tight-money 
period. 

Faced with these new complications, steel buy- 
ers may well find continuance of recession-born, 
modified inventory policies the best hedge against 
tight money and higher interest. 

For example, during the recent slump many 
companies proved to themselves that the varied 
facilities of steel service centers cut costs all 


along the line. They avoided long-term commit- 
ments and substantially reduced their need to 
borrow money. They released precious working 
capital for more productive purposes... freed 
valuable storage space . . . reduced handling costs 
and cut scrap loss, interest, insurance, taxes, etc. 

This kind of cost-conscious buying is especially 
sound when you consider the unusually broad 
scope of Ryerson stocks, and the speed and de- 
pendability of Ryerson services. Buying cut-to- 
size steel—any kind, shape, size and quantity — 
gives you complete flexibility to meet quick shifts 
in production schedules. And you have the added 
assurance of getting uniform, high-quality steel— 
unequaled Ryerson certified quality. 

Your Ryerson representative is well qualified 
to review the facts and help you get the maxi- 
mum value for your steel-buying dollars. Call 
him any time to analyze your requirements with 
you. 


RYERSON STEEL 
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ANNOUNCING... 


NEW PERFECTION IN 
SAW BAND 
WELDS 


having 3) times longer 
FLEX LIFE 


Regardless of the type of machine you use, this new DoALL saw welding 
service improves your sawing applications and reduces your saw blade costs. 
New techniques and new welding equipment—developed by DoALL for custom- 
welding of saw blades to specified lengths—assure you of a superior weld. Yet, 
this improved welding service is offered at no increase in price. 
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the mark 
of a 
perfect weld 
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Here are guaranteed advantages of DoALL marked weld: 


1. Welds are stronger than the welded areas produced by any 
other equipment available. This is important because all saw 
bands must be joined by welding. And the tool is no better 
than the welded section. The DoALL identification stamped 
in the welded area is your positive guarantee of a better weld. 
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WEAK 


git Teeth are perfectly matched. Mismatched teeth are a thing of 
INVITES the past. So are uneven welds and weld breakage. A uniform 
BREAKAGE cutting edge with no off-beat spacing of teeth insures smoother 
performance, maximum precision at all times. This perfection 
of weld and the guarantee of tooth set, hardness and tooth 
form make DoALL saw bands ultra-precision cutting tools. 
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No undercut by grinding wheels. Note the upper illustration 
at left. This undercutting is typical of what happens when the 
welding flash is removed by grinding wheels. The thinner 
section and annealing caused by grinding heat are responsible 
for many saw band failures. The DoALL weld shown below it 
is smooth and uniform and will not “‘click”’ as it goes through 


the guide. 
GUARANTEED 


Saves you money ... cuts welding costs. This new DoALL 
custom-welding service costs less than doing it in your own 
shop. Each band is clearly marked as to blade type, width 
and pitch so that the operator can positively identify the right 
tool for the specific job. This service, covering both carbon 
and high-speed steel blades, is available only through your 
local DoALL store. Orders are filled promptly. Telephone 
your local DoALL store today. 


Find 
Your DoALL Store 


“inte || The DéALL Company, Des Plaines, Illinois 


THIS IS A 
TYPICAL DoALL STORE 
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